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The conservative 
character of mutual 
management has. . 
been emphasized . . 
during the past two 








years by the .... 


remarkable record of 
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UTUALS 








Western Millers Mutual Fire Insurance Co, . . . Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.... . . Des Moines, Iowa 
; Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
2 Millers Mutual Fire Insurance Co........ . Fort Worth, Texas 
F Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
4 Millers Mutual Fire Insurance Association........ . Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 
Millers National Insurance Co................. Chicago, Ill. 











The MILL eh hea are 
general fire insurance carriers. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. oi Chicago, Ill. 


A service organization maintained by the 
Mill Mutuals 
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How About Saving Money for Your School, 
Church, or Any Other Property In 
Which You May Be Interested? 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


- Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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Drawing by Dom J. Lavin 


Hon. John E. Sullivan 


Insurance Commissioner for New Hampshire 


COMMISSIONER SULLIVAN was first appointed in 1923 and with the exception of 
a short period has continued in his high office ever since. He is regarded as one of the most 
conscientious and painstaking of all Insurance Department Executives, and his administra- 
tion has been marked by constructive efficiency and fairminded action on the problems 
which have come before him. In wider circles he is Chairman of the Workmen's Compen- 
sation Committee of the National Convention of Insurance Commissioners. 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


A BILL was in- 
troduced into the 
New Jersey Leg- 
islature on Feb. 
8th designed to regulate Automobile 
Insurance Rates in that State. Un- 
der the terms of the proposed new 
law all companies writing auto lia- 
blity insurance or issuing surety 
bonds to drivers must file a schedule 
of rates and classifications with the 
Commissioner whch he must approve 
before it becomes effective. In the 
event that the rates are not accepta- 
ble to the Commissioner a_ public 
hearing must be held within thirty 
days. Pending final decision — the 
rates are suspended and either the 
old rates or those which the Insur- 
ance Commissioner shall deem fair 
and just are in effect. 

A company must also be approved 
by the Commissioner as solvent and 
responsible before it can issue auto- 
mobile liability policies or surety 
bonds on motor vehicles. 

Mutual Savings THE mutual idea 
Banks Prosper has long been ap- 

plied to savings 
banks by the people of the United 
States and especially in the eastern 
territory. These institutions have 
steadily gained in importance until 
now their total deposits as of Janu- 
ary 1, 1932 are over $10,030,000,- 
000. There are assets of over $11,- 
200,000,000 with a reserve of: over 
$1,123,000,000 taking care of the 
safety of deposits. 

These are record proportions show- 
ing increases in the large majority of 


New Jersey Plans 
Regulation for 
Automobile Rates 





the eighteen states which have mutual 
savings banks. In 1931 there was an 
increase in total deposits of $565,- 
281,893, New York gaining more 
than $400,000,000 of that amount. 


Moreover, there was a decided in- 
crease in the number of depositors, 
since 584,179 new accounts were 
added on the books during the past 
year. Altogether there are 13,359,671 
depositors, the average amount of 
savings being $750.77 which was an 
increase from $740.85 of a year ago. 

The eleven billion figure given 
above as the surplus included an in- 
crease of almost thirty-nine million 
dollars for 1931. The average ratio 
of surplus to deposits is 11.2%. 

Can Public 
Good Taste 
Be Insured? 


THE moving picture 
magnates are show- 
ing some originality 
in meeting the pres- 
ent depression. The taste of audi- 
ences for pictures seems to be im- 
proving and it is now possible to use 
an unhappy ending if the story logi- 
cally demands it. However, the com- 
pany, in order to be sure of the suc- 
cess of such a picture, often has an 
alternative happy ending which can 
be substituted if the box office shows 
the logical unhappy ending is hurting 
the sales of the picture. “Hell 
Divers,” for example, with Wallace 
Beery dying at the end, has in re- 
serve an ending in which he survives. 
If necessary it can be substituted for 
the logical unhappy ending. Will 
some carrier now arise to insure the 
good taste of the public? 


Help, Help! IT is now possi- 
32 Million ble for the 
Can Ring You Up American _ busi- 

ness man to sit 
at his desk and get into touch with 
anyone who also has a telephone in 
forty different foreign countries. 
Every telephone subscriber in the 
United States has contact with 32,- 
750,000 other telephone users or 
nearly 92 percent of all the telephones 
in the world, according to G. Stanley 
Shoup of the Commerce Department 
of the Transportation Division. 


Most of the foreign circuits have 
been added in the last five years. In 
1922 there were but two foreign cir- 
cuit groups. One tied the United 
States with Canada and Cuba. The 
other interconnected England, France, 
the Netherlands, Belgium and_ Ire- 
land. Ten years later in 1932, the 
only countries having a_ telephone 
census of 100,000 or more that were 
not connected with the circuit which 
includes the United States were 
China, Japan, Russia, and the Union 
of South Africa. Both Japan and the 
Union of South Africa will proba- 
bly be added to the circuit before the 
end of the year. 


But Not for WILLIAM GREEN, 
Insurance _— president of the Amer- 
People ican Federation of 

Labor, renewed the 
stand of his organization for an eight 
hour day and for the five day week 
in industry at the meeting of the I’ire- 
men’s Association of Greater New 
York on January 16. He said, “I 
think that out of the depression will 
come the universal establishment of 
the five day work week in industry. | 
am of the opinion that it will be estab- 
lished first by government employees 
and that the industrialists will fol- 
low.” 
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How Old Are AWN article in For- 
20,000,000 tune Magazine hav- 
Automobiles? ing to do with the 

automobile market in 
1932 has been widely quoted for the 
interesting set of figures which it 
presents concerning the number of 
old cars of various vintages now on 
the roads. 


As a basis for its tabulation the 
magazine says: 

“The only exhaustive study of car life 
is that which was made by Professor 
Clare Elmer Griffin of the University of 
Michigan in 1926. After attending (by 
Serial No.) the obsequies of every auto- 
mobile in Michigan during 1923 and 1924, 
he compiled a table of automotive life ex- 
pectancy, similar in nature to those com- 
piled by the life insurance companies. He 
found, for instance, that of every one 
thousand cars sold, two die in their first 
year as a result of hitting a telegraph pole 
or other immovable object. At the same 
time five out of every one thousand cars 
will be driven fifteen years or more. Of 
course most cars come to the end of their 
increasingly disreputable careers when 
dealers scrap them, as no longer market- 
able, at some date between these two ex- 
tremes. Applying Professor Griffin’s table 
to the present twenty-one million (esti- 
mated as now in use) we may calculate 
that the ages of cars on the American road 
will be as follows on January Ist, 1932: 


Year or over 

Years or 

Years or 

Years or 

Years or 

Years or 

Years or . 

Years or over...... 3,296,000 
Years or over...... 2,014,000 
Years or 

Years or 

Years or 

Years or 

Years or 

Years or 

16 Years or 


1 
2 
3 
4 
5 
6 
7 
8 
9 
0 
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Most of the article from this point 
goes on to deduce from the available 
statistics “that a minimum average of 
three million cars must be built every 
year to maintain twenty-one million 
cars on the road—allowing for no in- 
crease whatever, natural or other- 
wise. On the basis of Professor 
Griffin’s tables the replacement re- 
quirement to cover this scrappage 
during the three years of 1930, 1931 
and 1932 amounts to more than eight 
million cars. * * * The combined 
1930 and 1931 production, however, 
was hardly 4,500,000. Assuming a 
production of 2,500,000 in 1932 this 
will still leave 1,000,000 cars behind 
the statistical replacement needs at the 
close of 1932.” 


A bright spot in the picture painted 
by the article is the assumption that 
the “necessity for about 21,000,000 
cars must mean that the pressure for 
replacement is becoming enormous.” 

“The statistical pressure rises fairly to 
the boiling point if we look a year further 
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ahead into 1933. For the four years 1930 
to 1933 a total of 11,000,000 cars would be 
needed to cover replacement requirements. 
If no more are made in 1932 than in 1931, 
the requirements in 1933 would approach 
the colossal figure of 4,500,000 cars. Even 
if 2,500,000 were produced in 1932 still the 
replacement demand in 1933 would be sta- 
tistically the greatest in history. Coming 
back to 1932 every month which passes 
with subnormal production will increase 
the replacement pressure. 

“All of this is predicated on a mainte- 
nance of 21,000,000 cars on the road. That 
assumption may of course be disputed. 
But even granting the assumption, it may 
be argued that cars like human beings 
are achieving longer life. * * * 

“Finally as to the whole question of age 
and scrappage the best guess is that two 
forces have been acting on the automobile 
market as a whole. On the one hand per- 
sons who would normally replace their 
cars after from three to five years of 
service have held their cars over longer 
than usual, thus increasing their average 
age. * * * 

“And the really significant fact of the 
whole replacement question reduces itself 
to this; the new car prospect is now driv- 
ing an older car than he is used to. 

“Thus, summarizing, we will have on 
January 1, 1932 the following conditions: 

“First, about one million fewer cars on 
the roads than two years ago. 

“Second, cars generally in worse repair, 
and hence deteriorating more rapidly than 
normal. 

“Third, greater average age of cars 
driven by new car replacement prospects. 

“Fourth, greater relative number of cars 
approaching old age, due to heavy produc- 
tion in 1925 to 1929,” * * * 


“That the depression has not weakened 
the grip of the automobile upon the pub- 
lic’s imagination is proved by a number of 
considerations : 


1. Gasoline consumption for 1931 
has made an all-time record, running 
in the first eight months about 10% 
higher than the consumption for 1929; 


2. There has been a greater con- 
sumption of tire mileage than in 
1930.” 

All of which is, of ¢ourse, very in- 
teresting as to the prospects for pro- 
duction of automobile factories in 
1932, but it likewise has much signifi- 
cance for the public which is to buy 
automobile insurance and the com- 
panies which are to furnish this pro- 
tection. If there are to be on the 
road a greater number of potential 
wrecks in the form of antiquated cars 
than ever before, either new inspec- 
tion laws, or campaigns of accident 
prevention education, must be initi- 
ated to keep the accident figures down 
to something like normal. 


If the companies can inoculate into 
their policyholders the fact that ulti- 
mately the premiums for automobile 
insurance are determined by the loss 
ratio, and that the loss ratio is usu- 
ally fixed by the conscious and de- 
liberate acts of the policyholders in 
either taking chances which may lead 
to accidents or in avoiding, as far as 


they can, the possibility of accidents, 
there might be some change for the 
better in the loss ratio on automobile 
business. 

There are too many people even 
among editors, underwriters and in- 
surance men in general, who try to 
write bright articles on the subject, 
or shake their heads over the mount- 
ing mortality figures, and then go out 
on the highway with defective brakes, 
cock-eyed headlights and possibly a 
taint of anti-Volstead on their breath. 
If, as Will Rogers says, “every frozen 
asset is a banker’s mistake,” it is just 
as true that nearly every automobile 
accident is chargeable to somebody’s 
foolishness. 


These statistics are also very help- 
ful in overcoming any discourage- 
ment which might be felt by an un- 
derwriter whose premium income 
from automobile insurance has suf- 
fered a decline during the past year. 
They prove that the market for auto- 
mobile liability insurance is a very 
substantial one, that it has not been 
fully covered through insurance poli- 
cies, and that, if the ordinary needs 
of replacement are to be met in the 
near future there will be a great new 
car market for insurance. Most un- 
derwriters realize that it is far easier 
to sell the owner of a new car liabil- 
ity or fire and theft insurance than it 
is to sell the owner of a dilapidated, 
second-hand car the same protection. 
The owner of a new car is proud of 
his purchase and he wishes to pro- 
tect it against the hazards of the road. 
At the same time he is usually a per- 
son of some financial responsibility 
and has reason to fear the result of 
a judgment arising out of an automo- 
bile accident. He is, therefore, far 
more willing to listen to the reasons 
advanced by the insurance agent or 
salesman for taking out complete pro- 
tection, in order to protect both him- 
self and his car. 


Fortune Magazine is to be con- 
gratulated on having published the 
first actuarial-wise figures on the 
automobile situation, and with this 
scientific start the hope arises that in 
the future automobile insurance will 
be founded on a better basis than in 
the past. 


GAGE McCOTTER 
of the Grain Dealers 
National Mutual 
Fire Insurance Com- 
pany was recently elected president 
of the Mutual Insurance Association 
of Indianapolis. This organization, 
which has a record of two years of 
success is composed of home office 
employees of fire and casualty mu- 
tuals and is a group noted for its vig- 
orous meetings. The father of Mr. 


Indianapolis 
Mutual 


Association 
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McCotter was the late C. A. McCot- 
ter, the founder of the Grain Dealers 
Company and its Secretary and Man- 
ager for a long period. 


Laws of Ohio 
Collated 


A collation of the 
entire statutory and 
case law of the State 
of Ohio has been published in Vol. 
XXII of Ohio Jurisprudence, re- 
cently off the press. It is the work of 
Harry L. Conn of Van Wert, former 
superintendent of insurance and su- 
preme court judge, and W. E. Benoy 
of Columbus, formerly Assistant At- 
torney General, together with G. J. 
Couch, author of “Cyclopedia of In- 
surance Laws.” 


It will be remembered that Mr. 
3enoy was appointed the Chairman 
of the committee named by the Ohio 
State Bar Association to revise and 
recodify the Ohio Insurance Laws. 


The Humble ORDINARY  trou- 
Lump of Coal bles aggravated by a 
to Have Sales declining market, bi- 
Appeal tuminous coal pro- 

ducers have finally 
decided on cooperation in an effort to 
find a solution. Through the National 
Coal Association, they are now plan- 
ning to establish regional sales agen- 
cies, a uniform standard and a uni- 
fied advertising campaign for the 
purpose of giving their members bet- 
ter marketing facilities. 


There are a number of obstacles 
blocking the carrying out of the plans 
for cooperation. Among them might 
be mentioned the fact that a wide 
difference exists between the quality 
and preparation of coal from differ- 
ent mines in the same district. If a 
regional agency is to be a success 
coal must be classified and sold in 
uniform grades. Many of the coal 
producers have also waged aggressive 
campaigns to develop trade brands, 
and if a unified advertising program 
is to be carried out and all coal sold 
through regional agencies, the value 
of the good will so developed will be 
lost. Opposition is also expected 
from the union, since it would proba- 
bly be necessary to close some of the 
hgh cost mines. 


Steel, on Its 
Back, Must 
Look Up 


THE steel industry, 
having finished one 
of the worst years in 
its history, is looking 
forward to 1932 with some optimism, 
feeling that any change must be for 
the better. Of the important users of 
steel the automobile industry is the 
only one which is depended upon for 
substantial orders within the next few 
months. The railroads, which are 
normally very large users of steel 
products, will probably not be much 
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in the market, although the wage cut 
recently granted by the union, added 
to possible signs of increasing busi- 
ness may improve this situation. The 
building industry, normally one of 
tht largest consumers of steel, is ap- 
parently in the doldrums for some 
time to come, and cannot be expected 
to contribute any large amount of 
orders. 


C. of C. of U.S. THE widespread 
Now Anti the belief among busi- 
Anti-Trust Laws ness men that the 

anti-trust legisla- 
tion, passed some twenty odd years 
ago, is no longer suited for present 
economic conditions, received a voice 
in a vote taken by the Chamber of 
Commerce of the United States on a 
number of propositions which deal 
with the possibility of controlling 
production. The Natural Resources 
Industries’ Committee of the Cham- 
ber of Commerce presented a propo- 
sition reading as follows: 


“The Committee recommends 
that a tribunal of officials of the 
Federal Government familiar 
with Natural Resource Indus- 
tries should be authorized to 
permit agreements for curtail- 
ment of production in such an 
industry during the continuance 
of a condition of overproduction 
found by the tribunal to be in- 
jurious to the public interests.” 


In a vote held during the month of 
December the members of the Cham- 
ber of Commerce voted four to one 
in favor of the Committee’s recom- 
mendation. The present condition of 
many natural resource industries, 
such as the oil and coal industries 
which are suffering from the evils 
resulting from unregulated produc- 
tion, undoubtedly affected the result. 


At the same time the Chamber of 
Commerce committee on Continuity 
of Business and Employment offered 
a number of propositions for a refer- 
endum vote and they were all ap- 
proved by margins ranging from 3 to 
1 to 15 to 1. Ten propositions were 
submitted, three dealing with modifi- 
cation of the present anti-trust laws, 
two advocating the formation of a 
National Economic Council and Rep- 
resentative Trade Associations for 
the better control of business, and 
five dealing with unemployment re- 
lief. The members of the Chamber 
of Commerce seem to feel that un- 
employment .should be dealt with 
upon an individual basis through lo- 
cal organizations, that employers 
should attempt to provide adequate 
reserve for unemployment and that 
industry should so plan its operations 
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that the greatest possible number of 
employees will be given work for the 
greatest possible number of weeks 
during the year. The propositions 
which were submitted follow : 


1. The anti-trust laws be modified so as 
to make clear that the laws permit 
agreements increasing the possibilities 
of keeping production related to con- 
sumption. 


2. Modification of the anti-trust laws 
should include provisions for govern- 
ment supervision in order that agree- 
ments which are not in the public in- 
terests in stabilization of business op- 
erations and employment may be 
nullified, 


3. Businesses desiring to combine should 
have opportunity to ascertain from a 
suitable government authority whether 
or not the proposed combination will 
be in violation of the anti-trust laws. 


4. The principles of a national economic 
council should be placed in effect. 


uw 


For each field of business a repre- 

sentative trade association should per- 

form the functions of an economic 
council. 

6. Aided by increased opportunity for 
stabilization of operations each em- 
ployer should so plan operations as to 
assure the greatest possible number of 
employees there will be work for the 
greatest possible number of weeks in 
the year. 

7. Aided by increased opportunity for 
stabilization, employers individually 
and collectively should provide ade- 
quate reserves for unemployment and 
other benefits for their employees. 

8. Through trade associations employers 

should make such reserves and bene- 

fits uniform throughout each field of 
business in all states. 


9. Unemployment which now exists and 
may presently occur should be dealt 
with upon an individual basis, locally, 
through organization to that_end. 

10. Needed relief should be provided 
through private contributions supple- 
mented by state and local govern- 
ments, and without any federal ap- 
propriations for suchdpurposes. 

All of these propositions having been 
approved by the members of the Chamber 
of Commerce by a two-thirds vote, the 
Chamber of Commerce is committed in 
favor of them. 


Prize Letter THE Home Insur- 
Writer Forgets ance Company of 
Policyholder New York, Wilfred 

Kurth, President, he 
who rebukes any agent who “would 
have traffic with the mutuals” con- 
tinues to put a premium on the art 
of sophistry as applied to arguments 
against the mutuals. 


It seems now that Mr. Benjamin 
Waringer, a Home Insurance agent 
at Corinth, Miss., encouraged by the 
fact that he won a second place in 
the “News From Home” essay con- 
test back in 1930 when mutual insur- 
ance was the theme assigned, has re- 
cently taken his pen in hand and writ- 
ten a letter to a customer who had in 
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mind giving his insurance to mu- 
tuals. 


Mr. Waringer’s letter is too long 
to be quoted here since it takes up in 
somewhat wearisome detail the old 
and specious argument that an in- 
surance company is entitled to its 
stockholder profits. He draws a par- 
allel between the hardware business 
and the insurance business, and paints 
a pathetic picture of what would hap- 
pen if the dealer in monkey wrenches 
and tenpenny nails were not privi- 
leged to add his legitimate profit. 


Now the fallacy is that the hard- 
ware business is no more like the in- 
surance business than selling sox is 
like the banking business. The War- 
inger economic philosophy would 
make it the only right and proper 
thing for the hardware store to send 
out solicitors who would receive 
commission, not only on the sales 
which they drummed up, but upon 
orders which came to them as they 
were sitting idly in the store count- 
ing up the profits of the previous day 
or week, Indeed, if we follow out 
the parallel in the light of the activi- 
ties of the ordinary stock insurance 
agent, he would scarcely move from 
his chair at all, and yet receive his 
commission for merely writing down 
the items which the customer wanted 
delivered to a certain address. 


If Mr. Waringer wants an agent to 
get commission on insurance busi- 
ness, he might better advise that the 
prospect should look around for an 
agent of one of the mutual companies 
which operates on that plan; an agent 
who is trained to keep his commissions 
down in conformity to the service he 
renders and whose company in addi- 
tion gives a substantial dividend back 
to the policyholder. 

The statement is made that unless 
companies make profits (meaning 
stock companies) they cannot grow, 
and pile up surpluses to meet great 
emergencies that sometimes confront 
the insurance world. It is indirectly 
hinted that no mutual company can 
have anything like this stability, and 
yet if you take a calm and unbiased 
look at the ratio of surpluses to 
amounts at risk of the stock and mu- 
tual insurance companies, you will 
find that on the average the mutual 
companies have far and away the 
best of the argument. 


If the stock companies cannot con- 
duct an insurance business without 
stockholder profit, then there must be 
something wrong with their basic 
organization, since the mutuals are 
consistently successful in keeping 
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their finances in a high state of per- 
fection, even though turning back a 
large percentage of premiums to their 
insureds. If this stock agent is really 
so solicitous for the welfare of his 
community, why does he overlook the 
dividend which the mutuals give 


back, and which operates to keep 
more of the initial insurance pre- 
mium in the home town than could 
possibly be done by the stock method. 


Mortgagee Can A MORTGAGEE 
Recover on a__ who applied for fire 
Separate Policy insurance on a 
mortgaged automo- 
bile disclosed the facts essential to 
underwriting paid the premium and 
secured and retained the policy with- 
out the knowledge of the mortgagor 
may recover a loss in his own name 
under a loss payable clause even 
though the mortgagor was named in 
the policy as the insured and had 
parted to title to and possession of 
the insured car before it was burned. 
This was the holding of the Nebraska 
Supreme Court in a recent case of 
State Credit Company v. National 
Old Line Life Insurance Company. 


Comprehensive THE all-risks au- 
Auto Policy tomobile insurance 
Proposed policy, long advo- 

cated by progres- 
sive insurance men, is about to be- 
come a realty. Copies of the new 
comprehensive automobile insurance 
policy prepared by the National Au- 
tomobile Underwriters Association 
are now in the hands of member 
companies. It probably will not be 
written, however, until about March 
1. The new policy gives practically 
all-risk insurance subject to a num- 
ber of stated exclusions and doubt- 
less will be met in all essentials by 
the mutuals. The exclusions are as 
follows: 


1. The policy does not cover (a) 
Loss of use; (b) Depreciation; (c) 
Loss of robes, wearing apparel and 
other personal affects. 


2. The hazards of wear and tear; 
Mechanical or electric breakdowns, 
failures or breakages; freezing; and 
damage to tires are not covered un- 
less as a result of loss covered by the 
policy. 


3. Loss of tools or repair equip- 
ment by theft, robbery or pilferage is 
not covered unless the entire auto- 
mobile is stolen. 


4. The policy does not cover loss 
or damage due to one wrongful con- 
version, embezzelment or secretion by 
a mortgagor, vendor, lessee or any 


person in lawful possession of the 
insurance property under a mortgage, 
conditional sale, lease or other con- 
tract or agreement, whether written 
or verbal; war, invasion, military, 
naval or usurped power confiscation 
or authorized destruction by duly con- 
stituted governmental or civil author- 
ities. 

The policy also denies coverage 
while the automobile is used as a 
public or livery conveyance for carry- 
ing passengers for compensation; 
while rented under contract or lease ; 
while used in any illicit or prohibited 
trade or transportation; while being 
operated with the consent of the as- 
sured by any person under the age 
limit fixed by law or in any event un- 
der the age of fourteen years; while 
subject to any lien mortgage or other 
encumbrance not specifically de- 
scribed herein. 


Georgia Agents THE 
Get Cut in 


Commissions 


insurance 
companies have de- 
cided that the 2.5 
percent reduction 
in total expense loadings, ordered by 
Commissioner Harrison of Georgia, 
as a condition to his approval of an 
emergency increase in compensation 
rates, will have to be taken from the 
agent’s commission. The companies 
decided that there was no other item 
in the loading which could be cut and 
that the agent’s commission would 
have to bear the entire brunt of the 
reduction. 


Tax Mutual 
in Alberta 


BY amendment to the 
insurance act the 
Province of Alberta 
will now tax mutuals on the same 
basis as joint stock companies, graded 
according to the business licensed for. 
The amendment applies to other than 
provincial mutual companies, which 
formerly paid a fee of $300.00. 


Wisconsin Says THE Wisconsin 
Fidelity Bond Supreme Court has 
Not Cumulative held that the Fidel- 
ity Company’s lia- 
bility under a continuing bond is not 
cumulative. In this case a bond has 
been renewed for a number of years, 
with each employee covered in the 
amount of $7,500. It was discovered 
that this employee had been embezz- 
ling money for a long period, the 
total being $23,000. The amount of 
the last embezzlement was $11,000. 
The company paid the amount speci- 
fied in the bond, $7,500 and held that 
it was not liable for the rest. This 
view was upheld by the court which 
refused to allow cumulative liability 
for each year the bond had been in 
effect. 
(Continued on Page 22) 
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The Time to Make Sure That Your Auto Coverage Is What You Want Is When You Take Out Your Policy 


Auto Liability Policy Exclusions 


Standardization of Insurance Contracts Needed to 
Promote Public Understanding of Coverage 


T is generally agreed that the auto- 

mobile has become an_ integral 

part of the American standard of 
living. Until the boom burst with 
such startling suddenness in 1929 the 
motor car manufacturers were look- 
ing forward to the day when every 
family would have two cars. Even 
today, when gas and tires are a lux- 
ury to most of us, the latest estimates 
show that over 20,000,000 motor cafs 
are still in use. A large number of 
these are uninsured but there is a 
steadily increasing percentage of car 
owners who look to insurance for 
protection against the hazards of 
driving and owningacar. Automobile 
liability and property damage is of 
most importance. During 1930 auto- 
mobile owners paid over $200,000,- 
000 for such protection, approxi- 
mately one-fourth of all casualty 
premiums. 


The automobile liability policy of 
1932 differs as much from that of 
1922 as the new cars going on dis- 
play differ from those of ten years 
ago. Each company is free to design 


its own contract, with very little 
regulation by law or company bu- 
reaus. Some legislatures demand 
that all policies contain certain 
clauses, such as the bankruptcy or in- 
solvency clause, and in a legal action 
such clause can be considered as part 
of the policy whether it is actually in- 
cluded or not. Certain bureaus pro- 
vide advisory forms which the mem- 
ber companies can follow, but there 
is no mandatory policy. As a result 
there is competition, constant change 
and constant progress. The trend is 
always towards a simpler, broader 
contract, and some of the latest revi- 
sions are as modern as a car with 
aerodynamic lines, free wheeling and 
syncro-mesh transmission. 


Qooenwn> 


The Insuring Clause 
HE automobile liability policy is 
a contract in which the insur- 
ance company agrees to insure the 
assured against any loss or damage 
he may sustain because of his legal 
liability for injuries or death which 
arise from the operation, mainte- 


nance or use (including loading and 
unloading) of the described automo- 
bile. This is the fundamental clause 
of the policy, the remainder con- 
sisting of restrictions on and condi- 
tions surrounding the fundamental 
agreement. Supplementary insuring 
clauses expand the obligation by 
promising to handle consequential 
and related losses, such as cost of 
immediate surgical relief, the legal 
expenses incident to defending a suit, 
and the cost of an appeal bond or 
other bonds required. 


Having agreed to assume the lia- 
bility of the policyholder after any 
accidents for which responsibility is 
fixed on him because of the owner- 
ship, maintenance or use of the de- 
scribed automobile, the company feels 
it necessary, for its own protection, 
to narrow its broad promise. This is 
done through a number of restric- 
tions, usually grouped together under 
the head of “Exclusions,” but some- 
times found in other portions of the 
contract. The number and severity 
of these policy conditions vary with 
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the company offering the insurance. 
Some companies hedge the coverage 
around with such restrictions that an 
unscrupulous adjuster or claim de- 
partment will have a loophole to 
escape liability in the ordinary acci- 
dent because of a violation of the 
policy conditions. Such policy con- 
tracts are often sold at cut rates 
and do a vast amount of harm to in- 
surance, It is not surprising to find 
a man inoculated with a deep distrust 
of all insurance, if he has paid a sub- 
stantial premium for a liability policy 
and the company has then refused to 
pay a claim because he shared ex- 
penses of the vacation trip, on which 
the accident occurred, with a friend. 
Every honest claim evaded on a tech- 
nicality harms the agent or solicitor 
who sold the policy, the company 
which wrote it, and the business as a 
whole. 


There can be no denying that an 
insurance company has the right to 
place reasonable restrictions on the 
policy coverage, particularly since 
under the additional assured clause 
(omnibus clause) the coverage is ex- 
tended to individuals unknown to the 
company. In this article we intend to 
discuss what might be called the 
standard exclusions, with a few 
words on those more severe restric- 
tions only found in a minority of 
automobile liability policies. 

QO 


The Standard Exclusions 
POLICY will invaribly exclude 
coverage for bodily injuries or 

death suffered by any employee of 
the assured while engaged in operat- 
ing or caring for an automobile in 
the course of employment, or for 
benefits under any Workmen’s Com- 
pensation Law. This restriction is 
imposed because such employees are 
usually entitled to benefits under the 
Workmen’s Compensation Law 
whether the employer was responsi- 
ble for the act or not. They will be 
covered by the assured’s Workmen’s 
Compensation Insurance and addi- 
tional protection is not necessary. 

The policy will also refuse to cover 

(in ninety-nine cases out of a hun- 
dred) any liability for loss or dam- 
age caused by any automobile while: 

1. Operated in any race or com- 
petitive speed contest. 

2. Used to carry passengers for 
hire, or for rental or livery 
purposes. 

Operated by any person under 
the age fixed by law or under 
the age of 14 years if there is 

no legal limit. 

Used for towing or propelling 
any trailer or vehicle used as a 
trailer. 
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The first of these exclusions is the 
only one worded in substantially the 
same way in all policies. Each one of 
the others is stated in a variety of 
ways, with different legal effect, and 
so each must be separately treated. 

OOD 

Carrying Passengers for Hire 

HIS wording given above is 

about the simplest but it is by no 
means the best.. This exclusion is 
placed in the policy because the 
owner or driver of a motor car has 
a greater obligation toward paying 
passengers than he has toward ordi- 
nary guests. A few companies there- 
fore word the exclusion to refuse 
coverage for “loss or damage suf- 
fered by passengers carried for a 
consideration,” which gives more 
equitable coverage. A wording com- 
monly used denies liability while the 
automobile is used “for rental or 
livery purposes, or to carry passen- 
gers for a consideration express or 
implied.” Here there is an added ele- 
ment of danger to the insured in the 
tendency of the courts to be liberal 
in construing the term “implied con- 
sideration.” It has been held that an 
agreement to share expenses on a 
trip constitutes consideration, and if 
an accident occurs on such a trip the 
company would probably deny liabil- 
ity, even though the party injured 
was not one of the passengers. 

Any one of the above wordings is 
acceptable but many companies are 
far more rigorous on their policy- 
holders. Some not only refuse pro- 
tection while the automobile is used 
to carry passengers for a considera- 
tion but also refuse to cover for one 
week thereafter. Among the very 
worst are those policies which declare 
the whole contract void if the auto- 
mobile is used even one time to carry 
passengers for a consideration. 


Another objectionable wording ex- 
cludes coverage if an automobile de- 
scribed as “Commercial” is used for 
carrying passengers, whether there 


is a consideration or not. Where a 
firm is operating a fleet of trucks in- 
sured under a policy which contains 
the last exclusion noted they may 
find their protection invalid because 
a driver disregards the order of the 
firm not to allow riders. 


Age of Driver 

The exclusion with respect to the 
age of the driver given here is also 
worded in other ways. An alterna- 
tive wording concludes “or under the 
age of fourteen years in any event.” 
In the state of South Carolina, where 
the legal age of drivers is twelve 
years, a boy of thirteen would be 
covered under the first wording but 


would not be covered on a policy 
phrased to deny liability in any event 
if driver is under age of fourteen. 
Many cities impose a higher age limit 
for drivers than that fixed by the 
state law. The courts have generally 
held that the state law is the one re- 
ferred to in the policy. A few policies 
are worded to avoid liability if the 
automobile is operated by any person 
under the age fixed by law or munici- 
pal ordinance, which would make the 
higher age limit of the town or city 
effective. This wording is not de- 
sirable. 
QOD 


The Trailer Exclusion 


N the vast majority of all policies 

the exclusion with regard to trail- 
ers is found. There is a wide differ- 
ence in the wording of this restric- 
tion. The companies feel, with jus- 
tice, that the addition of a trailer 
makes the operation of the combined 
unit more dangerous, and that the 
company should receive an additional 
premium if a trailer is used. This 
view, as expressed in the exclusion 
previously quoted, does not take into 
consideration the fact that assistance 
to a stranded vehicle often demands 
that one car be used to tow another. 
Some underwriters do not believe 
that a towed car is being used as a 
trailer. Many companies provide for 
this contingency by inserting the 
words “incidental assistance to a 
stranded vehicle is permitted.” This 
is better but it fails to allow for those 
cases in which the insured suddenly 
finds it desirable to use a trailer, with 
no opportunity to have his policy en- 
dorsed, even if he wanted to pay the 
additional premium. On several va- 
cation trips the writer has used his 
car to pull a boat trailer, acting in 
every case on short notice. A few 
companies, considering these facts, 
have worded their policy to deny lia- 
bility only if a trailer is regularly or 
habitually used. 


QOS 
Property Damage Exclusions 


OST automobile liability poli- 

cies include insurance against 
the liability of the assured for dam- 
age to property of others. The policy 
will then invariably exclude damage 
to property owned, leased or rented 
by or in custody of the Assured or 
any of his employees, or property 
carried in or upon any automobile 
covered by it. The purpose of 
course, is to prevent collusive losses 
and to avoid, if possible, the writing 
of direct damage insurance in a lia- 
bility policy. 








Warranties for Exclusions 


HESE then, are the restrictions 

which the insurance companies 
most commonly employ. Two addi- 
tional points should be noted before 
we pass on to the more severe restric- 
tions still found in many contracts. 
A large number of policies deny cov- 
erage for any liability voluntarily 
assumed by the assured. Others omit 
this condition, feeling that they reach 
the same result by wording their in- 
suring clause to assume only the lia- 
bility “imposed by law” upon the as- 
sured. In any case the company 
wishes to avoid being the hapless 
victim of a generous policyholder 
who climbs out of his car after an 
accident, eager to admit responsibility 
and have his insurance company send 
the injured party a great big check. 
Liability assumed by the policyholder 
on written contracts is also avoided. 


Secondly, many companies include 
the restrictions above noted as war- 
ranties, not as exclusions. They do 
not appear in the conditions of the 
contract but in the Schedule of state- 
ments, which is made a part of the 
policy, will be found the sentences: 

“Warranted that this automobile is 
not used to carry passengers for a 
consideration, express or implied.” 

“Warranted that no trailer, or any 
vehicle used as a trailer, is operated 
in connection with the automobile 
described.” : 


The effect of such a practice has 
not been tested in the courts suff- 
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ciently to warrant a definite state- 
ment of their effect. If they are con- 
sidered as actual warranties the entire 
policy will be void if they are vio- 
lated once, even if there is no con- 
nection between such violation and 
the accident. If they are considered 
as representations (probably the cor- 
rect view), the policy will be void 
only if the violation of the warranty 
is a material fact in the injury (as 
where an accident occurs while a 
trailer is being used). 
Qa 
Additional Exclusions 

XECUTIVES of many compa- 

nies evidently feel that their lia- 
bility under a policy is still too broad 
after these exclusions are adopted, so 
they add still other restrictions and 
conditions. There is no single policy 
which contains all of the following 
limitations, and if there were it would 
be valuable only when framed and 
hung on the wall as a prime example 
of how to lose public confidence in 
insurance. Many executives whose 
contracts contain such clauses insist 
that they will not be enforced in or- 
dinary usage but that they are safe- 
guards which the company should 
have whenever confronted with a 
fraudulent claim or one in which the 
actual hazard was all out of propor- 
tion to the basis on which the policy 
was written. Such a policy places the 
insured in the position of a recipient 
of the company’s bounty with no 
legal rights in the event of dispute. 


Odd Accidents Often Give Rise to Adjustment Questions Difficult to Decide 
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It makes the company the final judge 
following a disagreement. It leaves 
the door wide open for a sharp cut 
in the loss ratio at the policyholders 
expense whenever a hard boiled claim 
manager thinks it advisable. Lastly, 
it puts a company at a competitive 
disadvantage when other companies 
are using a policy without such ex- 
clusion, 


Following are some of these un- 
usual exclusions: 


1. Some companies exclude injur- 
ies to other persons than employees 
in course of employment. There are 
three classes which such companies 
refuse to cover: 


(A) Members of the family of the 
insured. 


Members of the household of 
the insured. 


(B) 


(C) the as- 


Persons riding in 
sured’s car. 


These three classes of loss consti- 
tute the so-called “guest hazard.” 
The loss ratio on “guest cases” has 
been very high, and collusion be- 
tween passenger and insured for the 
purpose of obtaining .a substantial 
sum from the company has been com- 
mon. Ordinarily the company with- 
out such an exclusion is helpless un- 
less it can prove collusion, always 
very difficult. In adopting this re- 
striction, however, the companies 
penalize the honest insured who is 
made defendant in a bona fide suit 
brought by a passenger or a member 
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of his family. There is often ill will 
between members of the same family 
and an opportunity to make the driver 
of the car pay heavily for injuries 
sustained may be welcomed. Most of 
the larger companies take the chance 
of a collusion loss occasionally, 
rather than deprive their policyholder 
of protection entirely. Recent legis- 
lation in some states deprives a pas- 
senger carried as a guest of his right 
to sue the driver unless the negli- 
gence has been gross and wanton. 
Such a law makes this policy condi- 
tion unnecessary. 

2. A common exclusion denies lia- 
bility “while the described automo- 
bile is used in illicit trade or trans- 
portation.” Other wordings with the 
same general effect bar recovery if 
the automobile is used for an “un- 
lawful purpose” or for the transpor- 
tation of intoxicating liquor. 

OOD 

BJECTION to such restrictions 

is that they are far too broad, 
and that in protecting the company 
against a rather remote danger they 
deprive the policyholder of protec- 
tion. The intention of the company is 
to avoid insurance on _ bootleggers, 
smugglers, or others consistently en- 
gaged in the violation of the law. 
Nevertheless, if a half pint of gin or 
a jug of hard cider is found in the 
car after the accident the insurance 
company has a perfect technical de- 
fense, even if the driver is a respecta- 
ble citizen who was perfectly sober 
when the accident occurred. Where 
a fleet of cars is insured the possibil- 
ity of a driver or chauffeur having 
liquor without the knowledge of the 
company must also be considered, 
especially in view of the apparent 
need of salesmen for recreation, 
stimulation and solace in these hard 
times. If the exclusion with regard 
to illicit trade or transportation were 
to be strictly enforced an automobile 
carrying green corn out of a quaran- 
tined district, or carrying scrubs 
across a state line, would be equally 
without protection. 

3. Many policies deny liability if 
the driver at time of accident was 
under the influence of liquor or under 
the influence of narcotics. No one 
has any sympathy for the drunken 
driver who endangers everyone on 
the road, but this exclusion may also 
result in injustice to the policyholder. 
In many states the fact of intoxica- 
tion can be proved by the testimony 
of ordinary witnesses. The effects of 
severe shock are very much like those 
produced by intoxication. Anyone 
who has ever climbed out of a wreck- 
age of a car knows that he felt weak 
and dizzy. The fact that a man stag- 
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gers in such a case or is incoherent 
in his speech does not mean that he 
has just left a beer party but some of 
the bystanders may think that it does 
and so testify. 

The effect of this exclusion in a 
fleet policy should be emphasized. A 
company may forbid its drivers to 
drink. If one of them disobeys his 
express orders and runs down a 
group of school ghildren to avoid a 
pink elephant the insured should not 
be forced to pay the full amount of 
damages without help from its auto- 
mobile liability policy. 

4. A few companies refuse cover- 
age if the automobile is operated by 
any person prohibited by law from 
driving an automebile. 

Here the purpose is to secure com- 
pliance with driver’s license laws, and 
chauffeur’s license laws, in force in 
a number of states. The very heavy 
penalties imposed by the State should 
be sufficient to protect the company 
against the habitual use of automo- 
biles by unlicensed drivers. The ex- 
clusion is principally burdensome in 
connection with the omnibus clause, 
and it might apply with serious re- 
sults if the assured allowed a visitor 
from out of the state to drive his car. 
It may also affect the named assured 
if suit is brought against him. 


5. A policy restriction that was for- 
merly common denied liability while 
the automobile was being used to 
transport high explosives. A few 
companies amended this to permit the 
carrying of loaded cartridges for a 
gun or pistol, some make it read 
“transportation of intoxicating liquor, 
dynamite, nitro glycerine or explo- 
sive powder” and others confined it 
to, “explosives not used in connec- 
tion with the operation of the car.” 

In no case is it necessary that the 
injuries or death be the result of the 
action of the explosives before the 
exclusion is operative. The scope of 
the restriction here is obvious. Un- 
less the carrying of cartridges is per- 
mitted the company might possibly 
declare the policy free from liability 
if a loaded shotgun were in the car 
at the time of the accident. This 
clause might also operate against a 
truckman who was transporting ex- 
plosives as part of his business. In 
some cases he may not even know 
that the explosives are among the 
goods shipped. Such an exclusion as 
this is antiquated. 

6. A number of policies deny lia- 
bility while the automobile is being 
used for purposes not specified in 
the declaration. Others word it more 
stringently “if automobile is used for 
any unlawful purpose or for any pur- 
pose more hazardous than that speci- 








fied in the policy,’’ while still others 
state “if the automobile is used for 
any unusual or hazardous purpose.” 
It is doubtful whether the courts 
would allow a company to escape 
payment of a claim on the ground 
that this exclusion was violated un- 
less the purpose for which the auto- 
mobile was used was clearly outside 
the contemplation of the company 
when the policy was issued. No 
policyholder likes to be forced into 
court to enforce his rights, however, 
and rather than fight a case the as- 
sured will often compromise. 
oo 

HEN a combination fire and 

liability policy is written, some 
companies fail to distinguish between 
those provisions which apply to the 
fire policy and those which apply only 
to the liability policy. This may re- 
sult in the liability protection being 
declared invalid because of some fact 
which has no relation to the hazard, 
such as an infringement of the title. 
Likewise several of the exclusions in 
the liability policy, such as_ that 
against carrying passengers for con- 
sideration or operation of a car by a 
driver who is under the legal age, 
should not be found in a fire and 
theft policy. 

The automobile public _ liability 
policy is the contract most com- 
monly used by casualty insurance 
companies. In order to compete on 
equal terms it is necessary for every 
company to keep its own _ policy 
abreast of the times. The aversion 
of the public to the task of reading 
their policies is gradually being over- 
come, often as the result of bitter ex- 
perience. As contracts become better 
understood the company with a broad 
form will enjoy a decided advantage. 








Folks Are THE depression has 
Staying Home had its effect on 

trans-Atlantic travel, 
as it has on almost everything else. 
The major steamship companies suf- 
fered severe loss in the numbers of 
passengers carried during 1931, all 
routes and most of the classes of 
tourage reporting totals far below 
those of 1930. Passengers on all 
routes on the Atlantic total only 939,- 
468 during the year, according to the 
figures compiled by the trans-Atlan- 
tic passenger conference. This rep- 
resents a loss of 395,389 or 29.62 
percent. The heaviest burden of the 
loss was felt in New York, the prin- 
cipal American port of and departure 
of the Atlantic trade. The only class 
to show a gain was third class, in 
which there was a slight increase in 
the number of passengers carried 
over 1930. 
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The Increased Production of High Speed Machines Is Often Achieved at the Cost of a Heavy Accident Toll 


Massachusetts Compensation 


An Analysis of the 


N July of this year the Massa- 
] chusetts Workmen’s Compensa- 

tion Law completed the nine- 
teenth year of its history. The sub- 
ject, therefore, is not a new one and 
I am not attempting to bring you any 
electrifying thoughts concerning it 
but rather to indicate what part 
workmen’s compensation has taken 
in the cost of industrial production 
in this State and how this part of the 
cost may further be reduced. 


While individual employers are af- 
fected in widely varyng degree, to 
Massachusetts industry as a whole 
the cost of workmen’s compensation 
is roughly equivalent to 1% of the 
pay roll of industry. It is interesting 
to observe that in spite of the fact 
that the benefits of the Massachu- 
setts Workmen’s Compensation Law 
of today are calculated to cost 85% 
more than they did in 1912, the total 
cost to industry in the State in terms 
of percentage of pay roll is only 
fractionally higher and the indicated 
level of rates has become 20% lower 
than in the first year of the law. In 
relation to total cost of production 
an even more favorable showing is 
indicated. 


Before turning to analysis of the 
conditions that have brought this sit- 
uation about and which may influence 
future trends, it is of interest to con- 
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sider in passing how far Massachu- 
setts industry is enabled to collect 
this additional cost of production in 
the selling price of its product. If 
we can assume proper protection 
from foreign competition and disre- 
gard temporary price disturbances, 
the answer lies in the cost of work- 
men’s compensation insurance in 
Massachusetts as compared with 
that of the other industrial states of 
the United States. Of the forty-four 
states which now have workmen’s 
compensation laws, calculations indi- 
cate that as of Jam. 1, 1931, there are 
fifteen having lower average benefit 
scales than Massachusetts and 
twenty-eight with higher. With a 
few notable exceptions, such as New 
York which has a considerably higher 
benefit scale and Pennsylvania, 
which has a somewhat lower one, it 
may be said that Massachusetts in- 
dustry is on a basis of parity with 
industry in the other important indus- 
trial states so far as the level of com- 
pensation benefits is concerned. In 
general, rate level differentials corre- 
spond closely with benefit differen- 
tials. 


Taking the arithmetic average of 
six typical classification rates and 
considering Massachusetts’ benefit 
scale and rate at 100% an idea of the 
range of cost is given by the follow- 


ing examples: 
Benefit Level Rate Level 


New York ....... 142% 150% 
New Jersey ...... 116 120 
Agee foc oe ces 80 84 
eee 85 96 


While this is the situation in terms 
of percentage, nevertheless work- 
men’s compensation insurance is cost- 
ing Massachusetts industry thirteen 
and a half million dollars a year. 
This cost represénts the money paid 
in benefits and the expense of admin- 
istering the claims resulting from the 
hundred and sixty thousand injuries 
reported annually to the Industrial 
Accident Board. Let us proceed with 
the analysis of the various factors 
which contribute to make up this cost 
for injuries. There are three princi- 
pal factors to study: the law, the 
aggregate of wages of the workers 
who are exposed to possible injury, 
and the number and severity of the 
injuries which the workers sustain. 
These factors operate simultaneously, 
and because of the complexity of 
their relations to each other an abso- 
lute separation and estimation of their 
individual effects is practically im- 
possible. 
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A Moment's Carelessness May Result in a Serious Accident 


The benefits of the law were deter- 
mined in the first instance by legisla- 
tive action and have been increased 
by legislative action, court decisions 
and accident board rulings. For ex- 
amples: the maximum and minimum 
have been increased, the waiting 
period has been reduced, medical al- 
lowances have increased, death and 
specific benefits have increased, and 
the Industrial Accident Board in pur- 
suit of a policy of ultra humane 


treatment has reopened many cases 
years after the date of accident be- 
cause of the inability of the injured 


to secure employment. Industry has 
no absolute direct control over this 
factor. Industry may influence pub- 
lic opinion or legislative action to ex- 
pand or retract any given benefit in 
the law. They should attempt to do 
this wherever the situation results in 
granting benefits to malingerers and 
neurasthenics who prefer to live on 
compensation income while honest 
workers injured in the same degree 
earn their wages. Examples of this 
sort arise only too frequently as puz- 
zles to the board or the courts, and 
it is to the manufacturer’s interest 
that the law be adjusted. I consider it 
also of equal interest to organized 
labor that such adjustments be made 
properly because there is no benefit 
to labor in permitting spurious claims 
or harboring malingerers. I doubt 
that the differential wage clause was 
ever intended by either employer or 
labor to be applied as a basis for un- 
employment insurance benefits. 


Workmen’s compensation is a so- 
cial insurance and its theoretical ap- 
plications will grow naturally with 
social development. The consensus 


of opinon which sets the actual limit 
will result from continuous debate in 
which the manufacturer’s point of 
view should be heard. It is inevitable 
that the general trend shall be upward 
from this law factor. The manufac- 
turers should exert their influence to 
hold it within reasonable bounds and 
to correct those provisions which are 
contrary to the general purpose of 
the law or of sound business policy. 
It is a simple process to increase the 
benefits. You as manufacturers 
know whether it is a simple thing to 
pay them. 

The factor of pay roll in its relation 
to product cost is controlled by the 
supply of labor, the amount of it em- 
ployed and the value of the dollar. 
It is ridiculous to think of wages be- 
ing controlled to prevent an increase 
in the cost of workmen’s compensa- 
tion. It is important, however, to re- 
member that while the exposure to 
accident is measured by the number 
of employees working, the injuries 
are compensated upon the basis of 
wages, therefore the compensation 
insurance cost is collected as a frac- 
tion of the wages paid subject to the 
influence of dollar limitations such as 
the maximum and minimum rate of 
compensation. Industrial wages have 
gone up 20% in ten years. There is 
undoubtedly a basic tendency for con- 
tinuing increases, which means an in- 
creased ratio of labor cost to product 
cost unless there is increased produc- 
tivity per worker or decreasing value 
of money. Increased productivity 
does not effect a corresponding re- 
duction in compensation cost because 
it carries with it increased exposure 
to accident. Therefore control of the 


value of the dollar so noticeably 
lacking at the moment is of primary 
importance to industry in maintain- 
ing its equilibrium and incidentally 
in maintaining the cost of compensa- 
tion in terms of percentage of its 
product. 

The third factor is the number and 
severity of injuries to be compen- 
sated. It is the variable in the cost of 
compensation which can be con- 
trolled. Whether its control can off- 
set increases in benefits under the 
law or increase in wages remains to 
be seen. I am convinced that it is 
within the power of industry to con- 
trol accidents to an extent that will 
reduce them to a much lower level. 
Industry’s effort should be con- 
certed in that direction. 


The number of accidents reported 
to the Industrial Accident Board 
fluctuates over a considerable range 
with the fluctuations in exposure so 
that an absolute trend in frequency 
is not obvious. The number of re- 
ported cases has increased from 
155,000 to 170,000 in five years while 
the number of compensable cases 
has fluctuated widely. There is a 
definite trend upward in death cases 
from 308 in 1925 to 353 in 1929 
falling off in 1930 to 344. The trend 
in specific injuries is likewise upward 
while the temporary compensable 
cases have fluctuated widely. It is 
quite apparent that the occurrence of 
injuries, and their severity through- 
out the state as a whole, is no better 
than it was five years ago and the 
occurrence of the very severe injuries 
is considerably worse. If there is any 
low point in injury occurrence it is 
during depression when prone-to-in- 











jury workers are laid off, and con- 
versely, the high point is when there 
is no unemployment. This can be 
indicative of only one thing, namely, 
that accident control by and large in 
Massachusetts is not exercised to 
anything like the extent that it should 
be. In the early years of accident 
prevention there was extensive effort 
to guard machinery with a resulting 
reduction of mechanical accidents. It 
was successful in that machine in- 
juries were reduced from 18,000 in 
1919 to 10,000 in 1921 and 7,900 in 
1925. This was a creditable result 
but since 1925 the number has fluctu- 
ated between 7,600 and 8,500. I do 
not believe that around 8,000 is the 
irreducible minimum. I am not sure 
but what the emphasis in recent years 
on mass education of employees, as 
much as that is needed, has led to 
the neglect of machine guarding, with 
detrimental results. 

In view of the reduction in me- 
chanical accidents in the period re- 
ferred to it is rather surprising that 
there has not been a marked reduc- 
tion in the frequency of accidents of 
all types. Certainly nothing has been 
sold to the manufacturers any more 
strenuously than the need for acci- 
dent reduction and how to do it. In- 
surance companies maintain engi- 
neering departments to furnish a 
consulting engineering service on ac- 
cident prevention for their respective 
clients. That service to Massachu- 
setts employers costs at least $275,- 
000 per year. Too few plants have 
availed themselves of it, many have 
misused it, and others have misinter- 
preted its purpose. Accident preven- 
tion engineers can not prevent your 
accidents. They can show you how 
and what to do. Accident control is 
an internal production problem to the 
solution of which management can be 
guided, but no outside agency can 
take over the burden of the problem 
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“Emphasis on mass education of employees, as much as that is needed, has led to neglect 
of machine guarding, with detrimental results’ 


and obtain results. I think that in 
that fact lies the crux of the accident 
control problem. 

As an incentive to stimulate acci- 
dent prevention the schedule rating 
plan was adopted giving an imme- 
diate reduction in premium cost in 
anticipation of reduced losses to 
manufacturing plants which under- 
took conscientious safety work. The 
general effect of the schedule should 
have been noticeable had the effort of 
the manufacturers ‘been a true reflec- 
tion of the incentive offered. Of late 
there has been no general accident re- 
duction as a result of the schedule, 
and the most useful purpose which 
it serves is to adjust the rate of an 
individual manufacturer whose oper- 
tions or machinery throw his antici- 
pated losses out of line with the aver- 
age for his industry. Because super- 
vision is such an important element 
of plant management, and _ conse- 
quently of accident control, large 
credits were allowed for safety or- 
ganization. It developed that safety 
organizations were so often paper 
organizations, exerting little effect 
upon the accident situation, that it 
was necessary to modify that item in 
the schedule so that the full credit for 
it would obtain only in the plant 
where the organization proved to be 
effective. A safety organization is 
effective only when it is the organized 


safety within the plant’s administra- 
tive program. To be sure the installa- 
tion of machine guards and revised 
processes is not without some con- 
siderable cost but in most instances 
machines or processes can be made 
safe without great expense, and what 
expense there is should be justified by 
the reductions in both manufacturing 
costs and accident costs. The cost of 
compensation for the injuries which 
result is only one of the realized bene- 
fits of the type of organization that 
achieves effective accident control. 
The general conditions indicate 
that accident prevention work either 
can’t be done or has not been suc- 
cessful. Specific plants have proved, 
however, that it can be done and has 
been done. Through the application 
of the experience rating plan by 
which ‘a plant has its individual pre- 
mium scaled down when the cost of 
injuries is below normal, many indi- 
vidual plants enjoy marked reduc- 
tions below the, average, some of 
them running 40% and more, And 
there is nothing unusual about the 
organization in these safer plants ex- 
cept that accident prevention has been 
a part of the regular production pro- 
gram and conditions have been made 
so that accidents occur in them much 
less frequently than elsewhere. There 
are large groups of relatively safe 


(Continued on Page 29) 







































































JouRNAL OF AMERICAN INSURANCE 


JOURNAL OF 
AMERICAN INSURANCE 


Copyright 1930 


February 


Published Monthly by the 
American Mutual Alliance 
230 N. Michigan Avenue 
Chicago, Illinois 
A. V. Gruhn, Editor and Business Mer. 








“Orthodox” Insurance 


HERE is beginning to appear in stock company 

speeches, editorials, and cartoons, with greater and 

greater frequency, the word “orthodox,” meaning 
that the term is synonymous with “stock” insurance. The 
implication is plainly that therefore mutual insurance 
must be “unorthodox,” in the sense that it should be 
shied away from as something which eventually will lead 
the business man into evil paths. To the policyholder 
who gives but little thought to the subject of insrance a 
word with the noble sound of “orthodox” tiay be used 
completely to cover up the sins of omission and commis- 
sion of the stock agent, and cast a spell somewhat akin 
to outright fear over the minds of the inexperienced 
citizen who wishes to protect himself against fire and 
casualty hazards. 

As a matter of fact if the word “orthodox” is to mean 
pure, original doctrine, then stock insurance has no right 
to its use at all. For all insurance is, in its fundamentals, 
mutual and must remain so, since it is essential that 
policyholders put up individually small amounts of 
money to make a large aggregate sum from which the 
few who have losses may be reimbursed. Reduced to its 
simplest terms it is an agreement by which “I will help 
you in case of need, if you will help me in case of need.” 
It is a sort of larger working out of the orthodox Golden 
Rule applied to business matters. There is no profit in 
it at all in its ideal beginning, and the word “orthodox” 
in reality can only be applied to insurance in this pristine 
state. 

oO 


UTUAL insurance is the only kind of protection 
which now has any of the earmarks of original 
orthodoxy. Though it has, of necessity, passed beyond 
the point where one neighbor insures another in a local 
community, yet, even in its expansion into a nationwide 
business and with the setting up of the office and field 
equipment necessary for modern business purposes, it 
still holds to the original rule that insurance is a fund 
provided in a common sense way by a group of people 
who seek to hold themselves harmless from possible dis- 
asters. All this is orthodoxy in its best expression. 
The unorthodox idea came into insurance when the 
device of capital stock was applied to it. And, as it has 
worked out, no serpent in the business garden ever sug- 
gested a lure which has brought such economic chaos 


continuing for many generations. Insurance for profit 
immediately began to oppose the mutual companies, and 
since the stock variety of protection had no basic advan- 
tages, its proponents soon turned to the device of abus- 
ing the mutuals as a means of getting business. The 
earliest, and even today the most common anti-mutual 
propaganda is to hold up the assessment bugaboo, even 
going so far as to promise the certainty of devastating 
installments to pay after mutuals go into inevitable 
bankruptcy. 

Now, of course, with the exception of those local 
mutuals which, to serve restricted communities, operate 
on purely the assessment plan (and which have, by the 
way, a long and successful record of prosperity and use- 
fulness) the chance of a policyholder having to pay an 
assessment, beyond a nominal amount, in any mutual 
with which the modern business man would have oppor- 
tunity to come in contact, is about as remote as the pos- 
sibility of Rameses II unwrapping himself from his 
mummy clothes and shouting “Egypt uber alles.” And 
even the assessment for a nominal amount has happened 
so few times in the more than a century and a half of 
mutual insurance history as to be negligible. But on the 
other side it may be said that the stock companies have 
their own individual manner of levying assessments by 
frequently increasing rates. 

oO 

NOTHER unorthodox idea of the stock companies 
is that the mutuals’ financial structure is so unsound 
that they continually fail with loss and other distress to 
their policyholders. Anyone who may want to go further 
and inquire into the real facts will be interested in a tabu- 
lation which this magazine can furnish showing the pro- 
portion of mutual and stock companies that have passed 
out from the beginning of the insurance history. in this 
country. The truth is that the stock company rate of 
survival is seen to be only about 34%, while the mutuals 
rate over 67% which continue to succeed. Certainly there 
is nothing orthodox in such a list of alleged mutual fail- 
ures as was put out by the Dechert Company of Virginia 
and distributed by stock insurance in every state in the 
Union, in which list so many inaccuracies appeared as to 
make the whole matter a travesty on insurance knowl- 
edge; and this is only one of the many unorthodox 
excursions into the jungle of misinformation by which 
the stocks have endeavored to use commercial necromancy 
and put the evil eye on competition. If the stocks should 
want at any time to have their double record of retire- 
ments displayed in the public press, this Journal could 

probably find a way to accommodate them. 

soa 
ET us examine still another unorthodox item of the 
stock company propaganda—which is that insurance 
cannot be of first quality unless some stock agent has 
received a commission out of its sale. Now we have no 
quarrel with the agency system so long as the agent is 
competent, honest and truthful in his representation of 
the business and that he does something to earn his com- 
mission. There are dozens of mutuals which operate suc- 
cessfully on the agency plan, and yet preserve mutual 
economies and mutual good management to the tune of 
large dividends to policyholders at the end of policy 
periods. But the stock agent idea, according to the 
American Agency Bulletin, is that insurance must be 
judged by whether it is represented by a stock agent, 
who gets a standard commission—(whatever that may 
mean )—while ordinary good business dictates that the 
first consideration should be the standing of the company 
(Continued on Page 29) 
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- Life-Lights Against a Business Background 


WO hundred years ago on the 

twenty-second of February 

George Washington was born 
near Bridges Creek, in Westmore- 
land County, Virginia. The bi-cen- 
tennial anniversary of that notable 
event, preface to a new volume in 
world history, engages the admiring 
and grateful thought of the American 
people. Throughout the country the 
event will be celebrated with recog- 
nition of its tremendous significance 
in the development ‘of human affairs, 
and tribute to the man who became 
the leader of the people and founder 
of a new nation. 


There has been much debate among 
theorists as to whether events make 
the man, or the man makes events. 
It is a futile debate, to which there 
can be no absolutely conclusive an- 
swer. The reactions of environment 
and character are too complex to de- 
termine finally which ‘plays the great- 
er part in producing those individuals 
who at any given period rise to emi- 
nence, and in their own persons dram- 
atize the spirit and happenings of 
their time. 


Men of a mastering personal am- 
bition appear to be the builders of 
their own destiny. They seem to set 
the stage to suit their own purposes, 
ruthlessly removing obstructions and 
rivals, and forcefully creating circum- 
stances adapted to serve aims which 
center in their own lust for power 
and glory. Such a man was Alex- 
ander of Macedon and Napoleon of 
Corsica. Other men appear to come 
in answer to some great need or 
crisis, fitting themselves to the op- 
portunity for a service to their fel- 
lows, and subordinating their per- 
sonal interests and safety in order 
that a supreme cause may be pro- 
moted. 

SO 


EORGE WASHINGTON was 

of the latter type. He did not 
think of events in terms of himself, 
but of himself in terms of events. He 
did not say, “Here is an opportunity 
to acquire dominance, to write my 
name on the record, to lift myself 
to a position of admiration in the eyes 
of my countrymen, and to become 
master of their lives.” He said.rather, 
as each occasion arose, “Here is a 
duty to be done; here is a principle 
to be interpreted in action; here is a 
cause involving the rights, the hap- 


Remembering Washington 


By S. J. DUNCAN-CLARK 


piness, the welfare of others, and 
here am I with the training, the ex- 
perience, the intelligence to meet the 
challenge of these circumstances.” 
And so step by step, not less with 
the approval of the people than by 
reason of his own capacity, he rose 
from one position of trust to another, 
and occupied each so ably, so un- 
selfishly that the love and confidence 
of his fellows increased with each 
further grant of power they made to 
him. 


He was not lacking in ambition and 
a sense of personal dignity. No man 
of character can be. But they were 
so infused with the spirit of service, 
so controlled by the impulse to be an 
instrument for justice and liberty and 
the common good, that they became 
merely instruments for the better do- 
ing of the duties he assumed. 


It was a sound ambition, based on 
a sense of capacity for leadership, 
that induced him to seek opportuni- 
ties for training as an officer. It was 
a fine feeling of personal dignity 
which persuaded him to refuse the 
salary offered him when he was 
named as commander of the revolu- 
tionary armies. He was conscious 
that he had within himself some- 
thing to give to the cause which had 
enlisted his loyalty, and he would not 
let that gift be deprived of its rich 
quality by accepting pay. 
Oo 
HETHER as engineer, admin- 
istrator of a plantation, soldier 
or statesman, George Washington put 
into every task he undertook the fibre 
of a superb character. James Trus- 
low Adams, in his recent book “The 
Epic of America,” says of him that 
he held a “divided and disorganized 
country together,” by “sheer force 
of character,” and declares that the 
greatest legacy of the United States 
from those days of nation-birth is 
the inspiration of that fact. 


We have come to know George 
Washington better as the years have 
rolled by. We have disentangled him 
from sentimental legend, and discov- 
ered that great man as he was, he 
was yet a man, and that his greatness 
lay precisely in the splendid measure 
he gave to the capacities of his man- 
hood. The so-called debunkers have 
labored hard to dig from the annals 


of his time incident and hint that 
would discredit him. They have suc- 
ceeded only in disclosing the fact that 
he had human tendencies which he 
ruled by high principle, and thus have 
added to his stature as a man. 


3eneath his outward dignity he was 
tender and considerate. His letter to 
Martha Washington, written imme- 
diately after he had been called to the 
leadership of the colonial forces in 
the war for independence, is a gentle, 
loving, thoughtful expression of a 
heart that knew the anxiety which 
would be borne by this distinction to 
the woman he loved. “My Dearest” 
it begins, sounding at once a note of 
intimacy and affection which was 
rare in his writing. It throws a flood 
of light on a phase of his life which 
should be more often emphasized in 
order that we may better appreciate 
all that his sacrificial service meant. 


oon 


T such a time as this it is well 
to recall that Washington was 
a man of deep religious faith. Reli- 
ance upon God and devout belief in 
prayer sustained him in his moments 
of gravest danger and perplexity. His 
sincerity was such that he did not 
fear to acknowledge his faith. It is 
nobly written in to his great farewell 
address. In 1783 he wrote to the gov- 
ernors of the states: “I now make 
my earnest prayer that God would 
have you and the States over which 
you preside in His holy protection 
. and that He would most gra- 
ciously be pleased to dispose us all 
to do justice, to love mercy, and to 
demean ourselves with that charity, 
humility and pagific temper of mind 
which were the characteristics of the 
Divine Author of our blessed reli- 
gion, and without an humble imita- 
tion of whose example we can never 
hope to be a happy nation.” 


That was no mere parade of piety 
—that was the honest prayer of the 
heart of Washington. 


Today the nation needs it no less 
than then. 


It is a renewal of that faith which 
must save America and realize her 
destiny. Only as the people of the 
United States seek to build the nation 
in terms of character, as George 
Washington laid its foundation, can 
the perils of today and tomorrow be 
met and overcome. 
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State Mutual Association News 


A* activity which has been, and 
continues to be, a vital influence 
in mutual circles is that centering 
around the various state conventions 
held each year. 


While the National Convention in 
its larger sphere serves to hold the 
Mutual Insurance families together 
as a countrywide proposition, the 
State meetings always prove to be a 
rallying ground for Mutual ideas and 
Mutual enthusiasm, and indeed may 
be regarded as the source of much of 
the life’s blood of the Mutual Insur- 
ance plan. Some of the State Con- 
ventions have been known to closely 
approach the National Convention in 
point of attendance, and the local 
gatherings seldom fail to furnish 
good hard headed, commonsense, 
practical advice to delegates who par- 
ticipate in or listen in on round table 
discussions and speeches by those 
who are expert in specific lines of 
insurance knowledge. 


The Journal of American Insur- 
ance wishes to report as fully as pos- 
sible the meetings of the State Asso- 
ciations and to that end asks the co- 
operation of secretaries of those or- 
ganizations in acquainting us with 
dates of future meetings and details 
of conventions as they occur. 


a 


HE Kansas State Association of 

Mutual Insurance Companies re- 
cently had their annual meeting, 
which by the way was the thirty-sec- 
ond gathering of its kind, at Wamego, 
Kansas. 


This convention was largely at- 
tended and interesting from start to 
finish. There were addresses by F. 


K. Doyle, F. T. Burlow, W. B. 
Gasche, Ed. N. Regnier, Douglas A. 
Graham, Harry P. Cooper, Donald 
A. Tripp, Chas. F. Hobbs, Sam Hel- 
ler, Roy Bailey, C. E. Fullinwider, 
Carl Richert, S. R. Scott, M. C. 
Voran, A. L. Quiring, E. C. Wheeler, 
P. W. Bartsch, W. J. Spencer, and 
by the chairmen of various commit- 
tees. The president-elect Frank E. 
Barlow of Wellington, conducted a 
very profitable session of the Round 
Table. 

The officers elected for the insuing 
year were Frank E. Barlow, Pres. 
of Wellington, C. E. Fullinwider, 
Vice-President of El Dorado, Homer 
J. Ferguson, Sec.-Treas., of Mc- 
Pherson. 

The Legislative Committee con- 
sists of E. J. Smalley, of Topeka, 


W. D. Vance, of Belleville, FE. C. 
Mingenback, of McPherson. 

The Auditing Committee is com- 
prised of J. M. Forbes, Columbus, 
Geo. H. Wamhoff, of Holyrood, and 
Theo. Gfeller, of Chapman. 

On the Publioity Committee are 
Homer J. Ferguson, of McPherson, 
G. L. Hettick, of Ottawa, and P. W. 
Bartsch, of Newton. 

Ed. N. Regnier, of Wamego, the 
retiring President, was elected a di- 
rector in the National Association. 

The Convention chose Beloit as the 
meeting place for*1932. 

QOa> 


HEN the 1932 session of the 

Federation of Mutual Insur- 
ance Associations of Ohio is held at 
the Virginia Hotel in Columbus on 
February 16th and 17th, a large item 
in the session will be that of ways 
and means to prepare for the Na- 
tional Association meeting in October, 
when that body holds its Convention 
jointly with the Federation of Mu- 
tual Fire Insurance Companies. 


A bulletin from the Ohio associa- 
tion declares that their organization is 
all set to show the nation the spirit 
of true Buckeye hospitality and 
mutuality. 

As to their own program the Ohio 
Association is ready with a full list 
of speakers including besides the 
abundant talent from their own or- 
ganization, Governor White, Atty. 
Gen. Bettman, Librarian J. Henry 
Newman, State Fire Marshal Henry, 
Secretary of State Brown, Insurance 
Superintendent Warner, and Harry 
P. Cooper. 

The Ohio Association is an ener- 
geiic group and one of the most effec- 
tive of its kind in the entire country. 

Qos 


HE State Association of Mutual 

Insurance Companies of Michi- 
gan is a strong organization which 
has been doing a great deal of prac- 
tical work in fire prevention for a 
long period and particularly during 
the past year. 

Under the guidance of Edgar 
Burk, President, Henry P. Ross, Vice 
President and L. P. Dendel, Secre- 
tary-Treasurer, the Association has 
been holding round table conferences, 
and sending out letters to member 
companies in an effort to restrict fire 
hazards of various kinds, especially 
with respect to certain machinery 
equipment which has been causing 
considerable havoc in the state. 


This campaign has been very effec- 
tive, and there is good reason to be- 
lieve that the information spread by 
the Association has saved thousands 
of dollars for the mutuals in Michi- 
gan. 

Doubtless the secretary of the 
Michigan State Association would be 
glad to exchange ideas with other 
secretaries of like organizations. Mr. 
Dendel’s address is Mutual Building, 
P.O. Box 549, Lansing, Michigan. 

oo 

Mr. Guy C. Eaby is Secretary and 
Treasurer of the Pennslyvania State 
Association of Mutual Fire Insur- 
ance Companies with offices in the 
Fulton Building, Lancaster, Pennsyl- 
vania. He reports that the next an- 
nual convention of the association 
will be held in Greensburg on June 
21st, 22nd and 23rd. The President 
of the association is Wilmer Crow. 

Oona 


E regret to hear of the passing 
away of T. M. McMillan of 
Carthage, Illinois on January 7th. 
Mr. McMillan was a past president 
of the National Association and un- 
til recent years was a prominent fig- 
ure in mutual insurance circles. 
oOoa 


N Illinois the Association of Mu 
tual Fire and Windstorm Insur- 
ance Companies met at Peoria on 
February lst and 2nd. Besides the 
routine work of the various com- 
mittee reports there were the follow- 
ing special addresses: 
Shrinkage of Values and Neces- 
sary Adjustments 
H. P. Hostetter 
Fire Prevention......./ A. C. Rice 
What Are Hazardous Risks... . 
F. E. Thayer 
Comparison of Mutual vs. Stock 
Company Rates. .W. H. Conklin 
Windstorm Risks...E. E. McCoy 
The National Association 
Harry P. Cooper 
What Constitutes Good Inspec- 
tion George Kabel 
First of All....Geo. A. McKinney 
Losses and Adjustments....... 
Chas. Foss 
President Norman G. Flagg and 
Secretary Charles Holz reported the 
association as being in a flourishing 
‘state, and certainly the vigor of the 
meetings bore out that estimate. The 
social feature of a banquet on the 
evening of the first day of the con- 
vention was an interesting get-to- 
gether of mutual friends, and the 
presence of the ladies added much to 
the enjoyment of this fine occasion. 
The speaker was Senator Victor P. 
Michael of Peoria. 
(Continued on Page 30) 
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For More Than a Century and a Half Mutual Insurance Has Given Satisfaction in Covering a Wide Variety of Hazards 


The Record of Mutual Insurance 


Its Place in the Economic Sun Even During Years of Depression 
Argues Well for Its Prosperity in the Future 


lieve, why my subject “The Rec- 

ord of Mutual Insurance” should 
have an especial appeal at this par- 
ticular time. Those reasons are not 
only the special factors bearing di- 
rectly on our business, but the gen- 
eral social and economic situation 
affecting every one. 


During the last decade the march 
of mutual insurance has made it a 
silent partner in every business ac- 
tivity. Wall Street Banks are now 
loaning money on the security it pro- 
vides; manufacturers with payrolls 
comparable to Henry Ford’s are de- 
pending on it to compensate their in- 
jured workmen; motorists by the 
hundred thousand look to it for pro- 
tection to themselves and indemnity 
to the public; progressive merchants 
particularly those affiliated with 
strong trade organizations have for 
decades found it stable and economi- 
cal. 


Men who devote their entire time 
to buying the multitudinous cover- 
ages required by big business are 
now indicating their unmistakable 
preference for mutual insurance. 
America’s farmers, backbone of the 
nation, have always looked to mutual 
insurance for their protection against 
the hour of trouble. And so in large 
measure in all the ramifications of 
business and industry. The conse- 


fee are good reasons I be- 
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quence is that this business of ours 
is now so closely interwoven into the 
fabric of American life that its fu- 
ture is bound up with what is hap- 
pening to our general social and eco- 
nomic structure. 


Let us then glance briefly at the 
general picture of our national life 
and see what the American scene ap- 
pears to reveal. I believe many of 
you will agree that, probably for the 
first time in the history of this coun- 
try, the dominant mood of large num- 
bers of the American people is one 
of general insecurity. This feeling of 
insecurity is not limited to any one 
social class and is not confined to any 
particular state or locality. It is not 
simply the dread of losing one’s job, 
or despair over the loss of one’s bank 
account, but rather it is a vague, in- 
tangible fear that there may be some- 
thing incurably wrong in the basic 
ideas on which our entire economic 
life is built. 


It seems to me that probably the 
most potent influence in bringing 
about this feeling on the part of the 
great mass of our people is the waste- 
ful extravagance of Government, and 


particularly the failure of Govern- 
ment to reduce expenditures in line 
with the reduced income of the time. 
Much of the fault is, of course, 
with the electorate. For years we 
congratulated ourselves upon the re- 
duction in the National debt, while 
at the same time we completely ig- 
nored the tremendous increase in the 
expense of operating our states and 
cities and towns. We have now 
reachéd the point where as much as 
one-third of the total income of a 
community is required to pay the in- 
terest on outstanding indebtedness. 
In the same fashion, as we voted 


appropriations and approved bond 
issues, and left to our public servants 
the expenditure of the money with 
little or no concern for the manner 
in which it was spent, we now are 
neglecting to make effective our pro- 
test against the failure of Govern- 
ment to reduce its expense of oper- 
ation. How many of the towns and 
counties, in which you who are here 
live, have cut the payrolls, eliminated 
unnecessary bureaus and generally 
attempted to reduce operating budg- 
ets? Those in charge of our Govern- 
ment have, it seems to me, on the 
whole failed miserably to do what the 
situation clearly calls for. 

We have built up at Washington 


all sorts of bureaus doing all sorts of 
things, many of which we can not 
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only get along very well without, but 
which are absolutely useless and 
wasteful. Typical of the situation 
are three Governmental circulars sent 
to me by a good friend in Washing- 
ton, one outlining in great detail how 
to build mouse traps; the second a 
treatise on the use of castor oil with 
infants, and the third, as I recall it, 
the pros and cons with respect to the 
wearing of union suits in winter. 

Any efficient business organization 
with income substantially reduced 
would immediately look for ways and 
means of reducing expenditures, and 
yet except for an occasional sugges- 
tion we find our Governmental bodies 
spending billions with little or no 
thought as to where the money is to 
come from to pay the bill. 

There is nothing I deplore more 
than an artificial stimulation of opti- 
mism. Whatever the truth is, we 
shall be better off to face it. Un- 
doubtedly there are many things out 
of balance. We have made many 
grave mistakes and there may be still 
more hardship yet in store for us be- 
fore our deflation is entirely com- 
pleted. Yet it is my judgment that 
those who consider our depression 
permanent and who predict that the 
American standard of living must be 
permanently lowered are just as far 
wrong in the opposite direction as 
those optimists of 1928 and 1929 who 
pushed up stock prices, in utter dis- 
regard of basic values, on the theory 
that it was the natural birthright of 
every American to be a millionaire if 
only he had the desire. 


It seems to me that the truth lies 
between these two extremes. Despite 
what a few hot spirits here and there 
may say the general economic sys- 
tem by which we live, and which has 
made us what we are, is not going to 
be radically altered or thrown into 
the discard. It has served us well for 
over one hundred and fifty years and 
a record of usefulness for that length 
of time is not offset by a depression 
which is not yet three years old. 


As a matter of fact there are many 
encouraging signs that our present 
difficulties are being mastered. The 
more recent months have shown a 
marked improvement in the banking 
situation and it is believed that the 
crisis has been passed. A striking ex- 
ample of the economic intelligence of 
labor leaders is shown by those who 
are at the head of the railroad 
Unions. They met recently at Chi- 
cago and voted to recommend to the 
local Unions that they arrange with 
railroad officials a voluntary reduc- 
tion in their wages. The present wage 
scales are jeopardizing the financial 
soundness of the roads and if the 
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contemplated reductions are made it 
will be an important contribution to 
the economic wellbeing of the coun- 
try. 

Unquestionably some of our trou- 
bles are due to events outside our 
own boundaries. Despite the general 
impression conveyed in the press, 
first hand observers have assured me 
that the European situation, at least 
so far as Germany: is concerned, is in 
much better shape than the current 
reports would have us believe. 

One very hopeful aspect of our 
own situation is the disposition on the 
part of our representatives in Con- 
gress to forget party lines in .their 
consideration of programs of, recon- 
struction. If we can get the same 
type of consideration with respect to 
governmental expenditures, I feel 
certain that we shall see the dawn of 
a better day. 


And I think, too, that strict atten- 
tion to our business here at home and 
to its development, and less worry 
about what is going on in other coun- 
tries, will materially assist in im- 
proving conditions. Without doubt 
the weaker organizations will fall by 
the wayside in a time like this, and 
be eliminated from the general pic- 
ture. Incidental to this it seems to 
me there will be a reduction in our 
production facilities which during the 
war were increased far beyond our 
requirements. 

For those stronger institutions that 
remain, there shouldbe in the imme- 
diate future less competition here in 
our own country and a better oppor- 
tunity for the development of busi- 
ness along profitable lines. And so 
while the general business outlook 
leaves much to be desired, I believe 
it would be as unwise now as it 
would have been in former periods 
of distress to sell America short. 

Let us now turn and consider 
briefly a few things which bear more 
directly on Mutual Insurance. Per- 
haps the most striking and probably 
the most significant thing which 
claims our attention is the compara- 
tive financial positions of mutual and 
non-mutual companies due to the 
great decline in the market values of 
common stocks. It is well known 
that non-mutuals generally now find 
themselves with a substantial, and in 
some cases with a vital part of their 
surpluses invested in common stocks 
which have decreased in value 25% 
to 50%. It is equally well-known 
that mutuals, almost without excep- 
tion, adhered to their rule of con- 
fining investments to conservative 
securities which were not subject to 
wide fluctuations in either worth or 
liquidity. 


You will realize more vividly the 
seriousness of the non-mutual posi- 
tion if I make the point in the fol- 
lowing way. The twenty-five largest 
non-mutual fire companies had in the 
aggregate an investment in common 
stocks of 22% for the period of 1903 
to 1929. But at the end of 1929, 34% 
of the investments of these compa- 
nies were in common stocks. It is 
significant that so large a portion of 
these vast holdings went into the 
stock market in 1929—in other words 
at a time which compels the conclu- 
sion that the largest non-mutual com- 
panies were operating in the market 
(in large measure with policyholders’ 
funds) for the speculative profit of 
their stockholders, and as the event 
turns out with not much greater skill 
or prudence than was generally prev- 
alent in the hysteria of 1929. 


If there is any one who has any 
doubt as to what has happened to an 
insurance company’s assets substan- 
tially placed in common stocks he 
should consider the following figures : 

Between December 1930 and De- 


cember 1931 Industrial Common 
Stocks generally declined in value 
46.8%, Railroads declined 65%, 
Utilities 39% and Bank and Trust 
Companies 43%. 

Of course, the comparison would 
indicate much greater declines in 
value if made between any date in 
1931 and any date in 1929 which was 
the year much of the stock was ac- 
quired. 


In making these comments, I should 
not like to be understood as challeng- 
ing the fundamental soundness of 
the whole insurance structure. It 
must be recognized that the record of 
insurance as a whole in 1931 is an 
excellent one and one which com- 
pares most favorably with that of 
any other branch of American busi- 
ness. 


I have brought out the points indi- 
cated only because in contrast the 
conservative policies of mutual in- 
surance are thereby thrown into 
greater relief. 


It must be conceded, however, that 
the mutual theory, in practice for 
over a century, that Company assets 
were trust funds which must not be 
subjected to the hazards of specula- 
tion, has indeed justified itself. The 
plain truth is that we mutuals are 
stronger today than at any time in 
our history. Our competitors have 
always agreed that one could save 
money by purchasing a mutual policy. 
Today, if they are frank enough to 
look facts in the face, they must also 
concede the superior quality of our 
product. Never has the stability, the 
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permanence of mutual insurance, 
been so well justified or so thor- 
oughly demonstrated as in 1931. 


As a consequence, I believe that 
mutual insurance is entering a decade 
of unprecedented growth. In han- 
dling the new business which will 
come to us, will you permit me to 
sound a note of warning which may 
seem familiar and old-fashioned, but 
which will always bear repetition. 
Keep in mind that it is selection and 
improvement of risks more than any- 
thing else which has given us the 
leadership which is ours. Do not 
abandon this policy. Most of us are 
human enough to wish to see our 
premium income mounting upwards, 
but remember that if it isn’t good 
business, it will be best for us if our 
competitor gets it. May I recall the 
manner in which a former President 
of the Hartford County Mutual de- 
scribed his Company’s standard. He 
said that ideal mutual policyholders 
“should be honest men leading sober 
lives in safe buildings.” It seems to 
me that this is the proper attitude and 
the attitude that is truly representa- 
tive of mutual insurance. Rate cut- 
ting, the granting of improper forms, 
and laxity in insisting on proper 
standards of physical conditions can 
be less justified now than ever be- 
fore. It is difficult, of course, to see 
good business leave because of cut 
rates by competitors, rebating of 
agent’s commissions and unusual ex- 
tension of credits, but I think you 
will agree that in the long run we 
shall be much better off, if we main- 
tain our standards all along the line. 


Just a word more and I shall have 
finished. To me the outstanding 
characteristic of mutual insurance 
has been its permanency and stability. 
Mutual insurance is older than the 
nation. In 1789 when our national 
existence came into being, mutual 
insurance had already been function- 
ing continuously for over half a cen- 
tury. Hamilton, Marshall and the 
many-sided Franklin participated in 
the preparation of our first charters, 
and the magic of those great names 
will always be a potent force not only 
to keep our indemnity secure but to 
fortify our faith in the nation they 
established. 

A moment ago I referred to the 
feeling of general insecurity that un- 
fortunately seems to be the prevail- 
ing mood of our time. We can assist 
in combating that mood by keeping 
our Own institutions in the secure 
condition they are in today. If we suc- 
ceed, you and I shall have done our 
humble part to re-fashion this dis- 
tracted world a little nearer to our 
hearts’ desire. 
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A year ago in talking to our own 
men [ called attention to the attitude 
being taken by that courageous old 
fighter Captain Robert Dollar of the 
famous Dollar Steamship line. Not 
content to inspire his men with his 
own record during previous depres- 
sions, nor rest content with his ac- 
cumulated millions, he had again 
taken up his solicitor’s kit, sailed for 
the Orient and there up and down the 
China coast, in Shanghai, in Hong- 
kong, in Singapore, had called on 
hundreds of shippers securing cargo 














Reliable Insurance Repairs Disaster 


for his bottoms. And he got the busi- 
ness though it meant climbing as 
many as forty sets of stairs a day. 


And so I said to our fellows, “If 
a man like Dollar, years beyond his 
three score and ten, can do what he 
has done and still is doing, what ex- 
cuse is there for us not to throw into 
our work every ounce of energy we 
have?” They replied by adopting as 
their slogan “There can be no sub- 
stitute for hard work in 1931.” And 
if you'll pardon the personal refer- 
ence, I should like to add that they 
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kept the faith and delivered enough 
new business to offset a loss of a mil- 
lion and a half in compensation pre- 
miums—due to reduced payrolls — 
with enough left over to show a net 
gain of a million three hundred thou- 
sand over 1930. 

Other mutual organizations, in- 
spired by the same zeal, conscious of 
the justice of their cause and the 
opportunity for service to American 
business, were doing the same thing. 
And so while all the returns are not 
yet in, we do know that mutual in- 
surance has hung up another record 
in 1931 of which we can all be proud. 
And in doing so, we have evidenced 
our faith in America, her people and 
her institutions. 

We are here celebrating the 50th 
anniversary of this fine organization. 
We glory in its record of service to 
this great empire State. Shall we not 
then here today, reassured and 
strengthened by this worthy record 
of the past, pledge anew our loyalty 
to mutual insurance, our abiding 
faith in our country and our deter- 
mination to be increasingly worthy of 
both in this year of 1932 and all the 
years to come? 








Trucks in THE National 
Farm Activities Automobile Cham- 

ber of Commerce in 
a recent bulletin calls attention to the 
fact that 26.6% of the total number 
of trucks registered are used in the 
farming industry and that farm 
trucks accounted for 30.7% of the 
increase in total number of trucks in 
the past decade. A total of 900,385 
trucks were owned on 845,335 farms 
in April, 1930. 

The Department of Agriculture is 
reported as saying that trucks are in- 
dispensable to agriculture. They are 
used where railroads cannot serve, in 
rendering a direct farm to market 
delivery, reducing handlings, and 
eliminating crating and cartage 
charges. Spoilage of perishable fruits 
and vegetables is negligible in truck 
hauls, reports the Department of 
Agriculture. 

Following is a table showing the 
number of farm trucks in the coun- 
try, and farm truck percentage of 


total truck registrations: 

Farm Trucks Registrations Farm Truck 
Bureau of Census U.S. Bureau of Percent of 
U.S. Dept. of Comm. Public Roads Total 

Total Truck 

Registrations* 


900,385 3,379,854 26.6% 








The Journal of American Insurance 
will be found a great aid in keeping up to 
date on insurance topics and particularly 
on insurance news as related to the mu- 
tuals. The subscription price is $2.50 per 
year. Address The Journal of American 
Insurance, 230 No. Michigan Ave., Chi- 
cago, Illinois. 





22 


Must Tell Truth UNDER an au- 
colli- 
sion policy which 
stated that the 
insured had complete ownership of 
the insured car, whereas in actual fact 
he had purchased it under a contract 
of conditional sale, the policy never 
was consummated because of the vio- 
lation of the warranty of ownership, 
according to a decision of the Massa- 
chusetts Supreme Judicial Court, in 
the case of Faris v. the Travelers In- 
demnity Company. 

The contention of the insured that 
the Massachusetts statute, providing 
that no representation or warranty 
made in the negotiation of the policy 
by the insured shall be deemed mate- 
rial or defeat the policy unless made 
with actual intent to deceive or in- 
crease the risk of loss, was not up- 
held by the court, which decided that 
the policy never became effective due 
to the fact that the policy condition 
was never complied with. 


TWELVE firemen 
of Oceanside, Long 
Island, have plead- 
ed guilty to third 
degree arson charges. They were 
members of competing fire companies 
in Oceanside and boasted of their 
ability to reach the scene of fire 
swiftly and combat them effectively. 
Unable to settle the argument because 
of the scarcity of fires the accused 
started setting fire to unoccupied 
houses themselves. In one case the 
fire department had left the station 
house and started for the fire before 
an alarm had been turned in. After 
a number of such fires the police 
woke up and arrested the fire fighters, 
twelve of whom confessed. 


About Auto Own- tomobile 


ership in Mass. 


Fireman Too 
Anxious to Be 
Heroes 


Logging Pool 


THE Logging Un- 
Losses Low 


derwriters and In- 
spection Association, 
usually known as the Logging Pool 
reports a loss ratio of approximately 
45 percent on a materially reduced 
premium volume during 1931. The 
Association is a pool formed by fire 
insurance companies in San Fran- 
cisco, for writing Washington and 
Oregon risks. It is said that usually 
the experience has been far from 
profitable, the loss ratio in some years 
ranging as high as 200 percent but 
the past three years, the logging pool 
has turned in an excellent loss ratio. 
Van Schaick De- SU PERIN - 
fends Authority TENDENT of 
to Fine Com- Insurance George 
panies S. Van Schaick, 

filed his answer to 
the certiorari order granted the New 
Jersey Fidelity and Plate Glass In- 
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surance Company and Rutherford & 
Maher in the Supreme Court of New 
York county. The answers are prac- 
tically identical and, admitting the 
facts alleged, asks the court to deter- 
mine whether the commissioner was 
acting within his authority in fining 
Rutherford & Maher for certain devi- 
ations from the New York rules 
concerning auto insurance rates. 


Scarlet Letters A NEW approach 
for Reckless to the problem fur- 
Drivers nished by the reck- 

less driver is used in 
a bill now before the New York As- 
sembly which would provide that upon 
a conviction or acceptance of the plea 
of guilty of a violation the court may 
require a special plate to be affixed to 
the vehicle of the operator immedi- 
ately over the registration number in 
front and rear for such term not ex- 
ceeding three months as the court 
may prescribe. Such plate shall be 
colored a vermillion red with capital 
letters R. D. in gold eight inches in 
height, approximately in the center of 
such plates, signifying “Reckless 
Driver.” The operation of a motor 
vehicle without such plates during a 
period of time specified in the order 
of the judge or the court would con- 
stitute a misdemeanor punishable on 
conviction by a fine of $100 and for- 
feiture by the operator of license to 
operate a motor vehicle for a period 
of six months. 


Frisco Stock 


Fire Premiums 
Decline in 1931 


THE Stock fire 
insurance com- 
panies writing 
business in San 
Francisco, it is reported, had a 1931 
premium income of around $4,508,- 


This represents a decline of about 
$753,000 from the figures of 1930 
or a decline of about 17 percent, 
which is the largest drop the fire 
insurance business has ever suffered 
in San Francisco in a single year. 


A BILL recently 
introduced in the 
New York Legis- 
lature provides 
that accident and 
health policies which have been in 
force for three years cannot be can- 
celled if the premiums were paid, ex- 
cept for good reasons to be approved 
by the Superintendent of Insurance. 


Non-Cancella- 
ble Accident & 
Health Bill in 
New York 





For Other Comment About 
The Insurance World See 
Pages 1-2-3 and 4 











Ontario Auto THE Ontario regis- 
Law Is Rough trar of motor vehi- 
but Effective cles reports that dur- 
ing the last sixteen 
months in which the automobile 
financial responsibility law has been 
in force 4,351 Ontario motorists had 
their operator’s licenses suspended 
and their owner’s permit withdrawn 
by reason of being convicted for ma- 
jor offences against public safety. In 
addition, ten Ontario motorists also 
lost their privilege of driving in On- 
tario by reason of conviction for of- 
fences in other states and provinces. 
Meanwhile 1,642 motorists regained 
their licenses by proving their finan- 
cial responsibility. 
New York Mutual 
Fire Convention 
Elects 
C. E. Thompson 


THE New York 
State Organiza- 
tion of Coopera- 
tive Fire Insur- 
ance elected 
Charles E. Thompson of Portland 
as president at the Fiftieth Annual 
Convention held recently at Syracuse. 
E. W. Vary of Watertown was re- 
elected secretary and treasurer. Geo. 
S. Van Schaick, Superintendent of 
Insurance of New York, and James 
S. Kemper, president of the Na- 
tional Association of Mutual Insur- 
ance Companies, were the principal 
speakers at the convention. 


Texas Has RAYMOND S. 
New Fire MAUK of Dallas 
Commissioner was appointed Feb- 
ruary 3 as State Fire 
Insurance Commissioner to succeed 
J. W. Deweese by Governor Ross F. 
Sterling. The appointment of Mr. 
Mauk will become effective February 
15 and expires January 1, 1936. 
Mr. Mauk is connected with the 
American Insurance Company with 
headquarters at Dallas. He was for- 
merly manager of the automobile in- 
surance division of the State Fire 
Insurance Department. Since his 
resignation from that division he has 
been doing special agency work for 
the American Insurance Company. 
As Fire Insurance Commissioner he 
will be a member of the State Board 
of Insurance Commissioners, com- 
posed of life, fire, and casualty com- 
missioners. 


Free Fire THE British news- 
Policies with papers, having ap- 
British Papers parently carried their 

competition in giving 
free life insurance policies to the 
greatest possible extreme, have now 
turned to fire insurance and two Lon- 
don papers are offering free fire in- 
surance on household furniture. The 
insurance is written by Lloyds Under- 
writers and covers loss or damage 

(Continued on Page 30) 
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Substantial Buildings and Good Environment Do Not Always Conduce to Happy Living 


Suicide as an Insurance Problem 


Self-Extinction in Germany Analyzed By An European Authority, who 
Finds Facts which our Citizens May also 


HE inconsistencies of our con- 

temporary mentality are most 

clearly reflected in the life in- 
surance business, and this is perhaps 
even more true of Germany than of 
other countries because there tech- 
nical progress on the one hand and 
economic retrogression on the other 
are opposed to each other in a par- 
ticularly striking contrast. Thus we 
find at about the same time discus- 
sions of the question whether a gen- 
eral rejuvenation of the people 
through real or alleged medical prog- 
ress involves increased risk for insur- 
ance payable in case of survival, 
especially annuities, and what con- 
clusions companies writing such in- 
surance will have to draw from the 
fact ; and on the other hand it is con- 
sidered with deep concern what 
methods should be adopted to prevent 
the excessive effect of the increasing 
ratio of suicides on insurances pay- 
able at death. 

The treatment of suicide, as ap- 
plied to life.insurance, is a subject of 
the highest international interest. and 
full of problems, not only from a 
purely insurance point of view but 
also as a psychologic or medical ques- 
tion or one of criminology and soci- 
ology. In the following, however, we 
propose to deal exclusively with the 


By PROF. DR. ALFRED MANES 


relations existing between suicide and 
life insurance and, looking at the mat- 
ter from that angle, we find the 
following peculiar facts: 

It is an internationally recognized 
principle of the insurance law and in- 
surance business that all obligation 
on the part of the underwriter to pay 
the insured amount ceases whenever 
the event upon which such payment 
is conditioned is maliciously brought 
about. To this self-evident rule there 
is one very important and widely 
practiced exception, viz., the obliga- 
tion assumed by life insurance com- 
panies to pay the amount of in- 
surance on the lives of persons 
deliberately bringing about their self- 
destruction. In this connection we 
will omit the cases of suicide com- 
mitted in a state of mental disorder, 
being concerned exclusively with 
those cases where self-destruction is 
undoubtedly brought about deliber- 
ately and with premeditation; for 
since very recently both in the mor- 
tality of the general population and 
more particularly among the deaths 
of those carrying private insurance 
this cause of death plays a far more 
prominent part than it used to do in 
past times of economic prosperity and 


well Ponder On, 


a confident and optimistic view of 
life. 
DQOa> 

S far as the German experience 
A in particular is concerned, the 
percentages of suicides among the 
total deaths were as follows: For the 
whole population of the German Em- 
pire they averaged 1.2% during the 
years from 1913 to 1919, while the 
average for the period from 1924 to 
1928 was 3%. According to official 
statistics the number of suicides in 
Prussia from 1923 to 1926 has been 
continually rising. In 1927 there was 
a small falling off. In 1928 another 
increase followed, continuing during 
1929. For 1930, unfortunately, a 
further very material increase may be 
safely estimated from the cases so far 
recorded. Last year there were al- 
ready 9762 persons in Prussia (in- 
cluding 6920 males and 2842 females) 
who voluntarily terminated their own 
lives. One is horrified to make an 
estimate of 10,000 for the current 
year, but unfortunately there are 
abundant indications even now that 
this high number will most probably 
be reached. 

In juxtaposition with the mortality 
statistics for the total population the 
experience of the life insurance com- 
panies appears even much more un- 
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favorable. According to statistical 
data covering 50 German life insur- 
ance companies, for instance, during 
the years from 1924 to 1928 the aver- 
age percentage of suicides among the 
total number of deaths amounted to 
4.2% and in the total amount of 
death claims 8.6%. 

The figures of a large German life 
insurance company showed 2.3% of 
suicides among its insured prior to 
1924 while the average for the years 
from 1924 to 1929 was no less than 
9.3%, and this figure rose to more 
than 11% in 1930. The percentages 
appear even more alarming when we 
look at the amounts paid. They aver- 
aged 19% of the total death claims 
paid. Another company in Berlin 
reports that in 1929 the amount paid 
on deaths by suicide was 5.4% of the 
total death claims and rose to 14% in 
1930. With a South German com- 
pany the total amount of death claims 
paid on suicides in 1930 was twice 
that of 1929. 

QOD 
AKING all the German com- 
panies together, the insurance 
amounts due under policies on the 
lives of suicides in 1929 reach 10% 
of the total payments, and with re- 
spect to the life reinsurance com- 
panies 15%. It is quite safe, how- 
ever, to assume that these percentages 


have considerably increased in 1930, 


and even more in 1931. Incidentally 
it appears that there is an unmistaka- 
ble relation between the intensity of 
the suicidal tendency and the height 
of the insured amount, i. e., suicides 
are more frequent among people 
carrying high amounts of insurance 
than among those whose lives are in- 
sured for small sums. 

All these figures, however, fail to 
give any adequate idea of the enor- 
mous cost of suicide to the life insur- 
ance business, because they refer ex- 
clusively to those cases which are 
recognized as suicides; yet it is com- 
monly known that a great number of 
deaths which are really due to suicide 
are classified in statistical records as 
fatal accidents. It is in keeping with 
the conspicuous technical progress of 
our time, especially in the field of 
traffic service, that suicides should be 
committed in such a way as to be 
ostensibly due to accidents met with 
while riding on horseback, automo- 
biling, or in the enjoyment of winter 
sports. In 1930 the above mentioned 
company reporting 11% of all its 
death claims as suicides, in addition 
shows a record of 9% of its total 
number of death claims as fatal acci- 
dents, with 20% of its total death 
loss. 
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The relatively high death loss from 
suicide suffered by the German life 
insurance companies is partly due to 
special reasons. It is well known that 
after the money inflation the German 
companies were compelled to newly 
build up their business from the very 
bottom. At that time they revised 
their whole business, making entirely 
new contracts, having their clients re- 
examined, those “of impaired health 
being discouraged or charged with 
higher premiums. Their new busi- 
ness, therefore, consists of healthier 
risks with superior expectation of life 
than the average risks of older com- 
panies. When, in addition to this, it 
is considered that the general mor- 
tality rate has sifice considerably de- 
creased, it follows quite naturally 
that, even if the actual number of 
suicides showed no material increase, 
their ratio to the total number and 
amount of death claims will neverthe- 
less appear higher. 

soa 


N view of all these circumstances 

the question arises whether the 
prevailing German practice of treat- 
ing those deaths which result from 
what is customarily designated as sui- 
cide in the same manner as all the 
other causes of death, provided the 
insurance has been in force for three, 
two, or even one year, is justified and 
should be continued. Is it compatible 
with the public interest and sound 
economic development that people 
should have a convenient opportunity 
of speculating, as it were, in their 
own, lives—providing through their 
suicide what may be a very large 
amount of money for the benefit of 
those dependent on them, and the in- 
sured dying by their pwn hands pos- 
sibly paying no more than two or 
three years’ premiums on their insur- 
ance, so that the amounts paid for 
such claims must be taken from the 
pockets of the other insured of the 
company involved? It must be clearly 
realized that through his contract of 
insurance every insured acquires the 
right to put an end to his life and 
thereby bring about the payment of 
the full amount of insurance, pro- 
vided only the short period of one, 
two or three years shall have passed 
since the conclusion of the contract. 
When we consider that as a result of 
increasingly difficult economic con- 
ditions a grawing contempt of life is 
undoubtedly noticeable among the 
very class of people carrying high in- 
surances on their lives, it is not to be 
wondered at that discussions about 
the necessity of revising the suicide 
clauses are occasionally heard even 


beyond the professional quarters of 
the life insurance companies. 

Is not there an element of danger 
for the life insurance companies and 
their many insured who do not die by 
their own hands in the continually 
growing number especially of those 
cases of deliberate self-destruction 
which do not appear as such in sta- 
tistical compilations but are recorded 
as the results of accidents? There is 
hardly a life insurance company that 
has not had painful experience in this 
respect during the last few years, and 
practically all of them have a more 
or less considerable number of cases 
in their files, which prove with a 
probability almost amounting to abso- 
lute certainty that in times of severe 
financial difficulties and the moral and 
mental despondency resulting there- 
from especially people who have been 
insured for very short periods of 
time and very high amounts are apt 
to come to their deaths through their 
own deliberate action, but ostensibly 
as a result of accidents while auto- 
mobiling, riding on horseback or 
being engaged in other activities of 
similar kind. 

OO 

HESE facts in themselves hint 

at the difficulties arising when- 
ever it is attempted, say, by means of 
legal or contractual provisions, to 
bring about a change of the present 
practice and permit the payment of 
the full amount of insurance only in 
such cases of suicide where it is com- 
mitted in a state of genuine mental 
disorder. All attempts of this kind 
are bound to result in a considerably 
increased number of those legal suits, 
most unsatisfactory to all parties con- 
cerned, where the issue essentially 
depends on the view taken by the 
medical expert on the mental condi- 
tion of the deceased at the time he 
died by his own hand. As a matter 
of fact, the desire to avoid such legal 
actions is the very reason inducing 
the life insurance companies to go 
beyond the minimum protection pro- 
vided by the law for the benefit of 
those dependent on insured suicides. 
The only outcome of discriminating 
in the treatment of suicide between 
cases for which the insured should be 
held responsible and all other cases 
would probably be that the number 
of deaths recorded in the mortality 
statistics as due to accidents would 
increase and a correspondingly re- 
duced number would appear as sui- 
cides. 


It may be thought of, in cases of 
suicide, to stop paying the full 


(Continued on Page 29) 
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Hazards May Be Reduced, but Industry Will Doubtless Always Have the Problem of Caring for Injured Workmen 


State Funds and Their Results 


An Examination of the Theory and Practice of Monopolistic 


Compensation 


HEN the state legislatures of 

Nevada, North Dakota, Ohio, 
_ _ Oregon, Washington, West 
Virginia and Wyoming enacted work- 
men’s compensation laws, they, at the 
same time, created state funds to 
which was given a monopoly of the 
compensation insurance required by 
that legislation. Private insurance 
companies were denied the privilege 
of furnishing business with the neces- 
sary protection, although in three of 
these states large employers, able to 
meet certain standards of solvency, 
were given the right to become self- 
insurers. 

Adoption of the compensation the- 
ory for indemnifying industrial in- 
juries and entrance of the state into 
the realm of insurance underwriting 
represented two distinct departures 
from previous concepts. Nor should 
they be confused. A desire for satis- 
factory functioning of the first by no 
means implies the necessity of the sec- 
ond. And yet when both have been 
initiated at the same time, their sepa- 





Laws, and an Estimate of their Success 


By DAVID McCAHAN 


Assistant Professor of Insurance 
Wharton School of Finance and Commerce 
University of Pennsylvania 


rate identity is frequently not mani- 
fest. This is doubtless the reason why 
many employers and workmen in 
states having monopolistic funds ap- 
pear satisfied with their compensation 
systems in spite of the shortcomings 
of the administrative agencies. In 
other words, the vast superiority of 
the compensation over the old employ- 
ers’ liability regime is frequently cred- 
ited to the transition from private to 
state insurance rather than to a revo- 
lutionary change of theory, and thus 
the state fund may enjoy a reflected 
satisfaction not merited by any deeds 
of its own. An intelligent analysis of 
state fund insurance must therefore 
be predicated only upon the showing 
which the state makes as an insurance 
carrier and not upon the merits of the 
compensation legislation it may have 
enacted. 


ETAILED statistics as to the 

financial operations of monopo- 
listic funds are not readily available, 
but the best data which can be secured 
for 1929 indicate that the combined 
premium income of the seven funds 
probably exceeded $26,000,000 during 
that year. An idea as to the relative 
importance of monopolistic funds in 
the underwriting of compensation in- 
surance in the United States may be 
had by comparing this figure with the 
aggregate for stock companies, mu- 
tual companies and competitive funds. 
These statistics are subjoined, data 
for reciprocals and self-insurers being 
omitted because unobtainable. 


W orkmen’s Compensation Insurance 
Premiums, 1929 


All Stock Companies. .$168,669,817 


All Mutual Companies. 51,357,054 
Ten Competitive State 
REEL? OE ie 25 469,933 
Seven Monopolistic 
State Funds ....... 26,300,000* 
(*Estimated. ) $271,496,804 


Administration 


N all monopolistic fund states other 

than Wyoming, the officials en- 
trusted with the administration of the 
compensation law are also charged 
with the operation of the fund. Thus, 
they officiate in the twin capacities of 
“judge” and “insurer,” thereby per- 
forming functions which are not 
readily reconcilable. This situation is 
to be deplored since it in reality means 
there is no check upon the efficiency 
or equity with which these officials 
exercise their functions as insurers. 
The Special Massachusetts Commis- 
sion, appointed in 1926 to investigate 
the operation of the Workmen’s Com- 
pensation Law, concluded in respect 
to this point that “The Board or Com- 
mission which manages a monopoly 
of the insurance and at the same time 
hears and adjudicates claims, tends to 
be less liberal in its settlements, more 
technical in denying compensation, 
more narrow in its determination of 
injury, and on the whole less favor- 
able and sympathetic to the em- 
ployee.” 


Moreover, policyholders and their 
employees receive no benefit from the 
existence of a state insurance depart- 
ment since these funds are not subject 
to regulation and supervision by such, 
as are private insurance carriers. Re- 
serves for the Washington fund are 
set up by the Insurance Commissioner 
of that state, the accounts of the Ohio 
fund are examined by the State Aud- 
itor and those of the Wyoming fund 
by the State Bank Examiner. But if 
publicity of figures and maintenance 
of rigid standards as to financial and 
underwriting operations is advan- 
tageous to the public so far as private 
companies are ‘concerned, there ap- 
pears to be no valid reason for ex- 
empting agencies of the state from 
any similar requirement. 


Fund executives and employees, ex- 
cept employees of the Ohio fund, are 
political appointees and not subject to 
civil service requirements. Frequently 
they have had no previous insurance 
training or experience. Salaries are 
low and the rate of turnover high. 
This militates against a high standard 
of administration by handicapping 
those fund executives who may be 
earnestly striving to provide a high 
grade service. 

DOD 


Nature of Services 


HE principal aims which logically 

constitute a sound program of 
compensation insurance service, and 
which are recognized as such by pri- 
vate carriers, are set forth below, to- 
gether with a brief description of the 
extent to which monopolistic funds 
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have measured up to these standards. 
PREVENTION OF ACCIDENTS—If an in- 
surance carrier can induce employers 
to safeguard dangerous machinery 
and eliminate hazardous processes, 
and can assist in organizing safety 
activities among workmen or utilize 
other measures which will minimize 
the frequency and severity of acci- 
dents, it has not only rendered a posi- 
tive social service. but, in the author’s 
judgment, has performed a function 
which is basically as much a part of 
an insurer’s duty as the payment of 
claims. 


No efforts whatsoever in the direc- 
tion of accident prevention have been 
exerted by the Nevada, North Da- 
kota, West Virginia and Wyoming 
funds. At the time the author visited 
the Oregon fund in 1926 it had one 
inspector in the field to assist employ- 
ers in organizing safety committees, 
but this service was not being stressed 
as officials feared that employers 
would elect to go out from under the 
law if safety activities were made 
compulsory. In 1925, the Ohio fund 
organized a safety division. Dissemi- 
nation of statistics, posters and safety 
literature, plant surveys, and annual 
state congresses of persons interested 
in the subject are the outstanding 
methods the division has thus far 
adopted for the prevention of indus- 
trial accidents. The Washington fund, 
in 1925 likewise, created a Flying 
Squadron, consisting of four men, to 
hold industrial safety schools for 
large plants or groups of plants. 


PROMPT AND EQUITABLE PAYMENT OF 
BENEFITS—It is to be regretted that 
comprehensive statistics are not com- 
piled by the various funds which 
would show the length of time elaps- 
ing between dates of accidents and 
payments of first benefits, as well as 
the regularity and promptness with 
which subsequent payments are made. 
However, the practices of (a) paying 
benefits monthly, except in North Da- 
kota and Ohio (where they are paid 
bi-weekly), (b) determining awards 
almost solely on the basis of paper 
proofs, except in Wyoming (where 
awards are made by District Courts), 
and (c) having but few branch offices 
and claims investigators to speed up 
the filing of reports and the adjust- 
ment of claims, all tend to delay set- 
tlement. 


Conclusive data as to the equity of 
awards are even more difficult to 
secure than those dealing with prompt- 
ness of payments. It is of interest to 
observe, however, that the Special 
Massachusetts Commission, above 
cited, states: “The conclusion seems 
inevitable that the Ohio Industrial 


Commission administering its state 
fund for the benefit of employers 
while at the same time it adjudicates 
the claims of employees is less liberal 
than our Board and less sympathetic 
to injured employees.” Certainly, a 
dual administrative system, such as 
exists in Ohio and other monopolistic 
fund states, permits abuses to occur 
and renders their detection difficult, 
but only an actual review of cases 
could prove to what extent there is 
injustice. 


PROVISION OF IMMEDIATE AND SUIT- 
ABLE MEDICAL CARE— Substantial 
amounts for medical treatment are al- 
lowed by the laws of most monopo- 
listic fund states. Little consideration 
is given, however, to supervision of 
the medical attention which injured 
workmen receive. Furthermore, em- 
ployers in most of the states may be 
permitted to provide their own hos- 
pital facilities, though only those in 
Nevada, Oregon and Washington are 
granted a concession in their rates for 
so doing. If workmen are required 
to contribute a stated amount toward 
medical expense, as in Nevada and 
Washington, and employers deduct 
this from their wages and apply it to 
the cost of operating a plant hospital, 
there is a tendency to let the em- 
ployees bear the whole burden of 
medical service. This works a hard- 
ship upon the employee, as does the 
fact that he frequently receives in- 
ferior treatment since fund officials 
exercise no oversight as to its quality. 
PHYSICAL AND VOCATIONAL REHABILI- 
TATION—A comprehensive plan of re- 
habilitation should provide for (a) 
physiotherapy and other specialized 
forms of treatment which will restore 
so far as possible the use of members 
of the body which have been injured, 
(b) training in some other vocation 
when the disabled person is no longer 
able to follow his own, and (c) place- 
ment of a physically reconstructed 
and vocationally retrained person in a 
position where he can be self-support- 
ing. Monopolistic funds are ideally 
situated to perform these various 
functions, but that of Oregon is the 
only one which has put forth any seri- 
ous effort to do so. 


PROTECTION FOR EMPLOYER—Monop- 
olistic funds only assume the obliga- 
tions of the employer as imposed by 
the compensation legislation. They do 
not broaden the coverage to include 
defense for damage suits arising from 
industrial injuries not within the 
scope of the law, nor will they pay 
any awards that might result there- 
from. In this respect, their coverage 
lacks the completeness of that ordi- 
narily written by private companies. 















Rating 
ATE making systems of monop- 
olistic funds are similar in that 
each state makes its own rates, gener- 
ally on the basis of its own experi- 
ence. In other respects they are quite 
diverse and for the most part de- 
cidedly empirical. The Nevada and 
Wyoming funds stand at one extreme 
with very crude and unscientific meth- 





ods while the Ohio fund is at the 
other, using methods which appar- 
ently have been carefully worked out 
and are actuarially sound. 


Schedule rating is not used by any 
monopolistic fund, but all except Ne- 
vada employ some plan of experience 
rating. The maximum credit and pen- 
alty deviations from the manual rate 
which are possible under these plans 
are considerably less than those cus- 
tomarily given by private companies. 
Moreover, only the Ohio system grants 
credence to the experience of a given 
risk in proportion to the size of its 
premiums and losses. There is good 
reason to believe that the experience 
rating systems of the monopolistic 
funds neither adjust a rate to a par- 
ticular risk as scientifically as do those 
of private companies nor offer as 
great an incentive for accident pre- 
vention. 


Rates have not been adequate for 
all funds. Nor have rates and classi- 
fications always been equitable and 
justly applied. What seems to be evi- 
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dence of gross rate discrimination for 
the benefit of the mining industry is 
noticeable in several states. Coverage 
of mining risks in one of them is by 
far the most important part of the 
fund’s business and it is apparent that 
some influence has gone far outside 
the realm of ethics to secure favors 
for the mining companies. It is in- 
teresting to note, therefore, the fol- 
lowing figures on earned premiums 
and compensation costs (without any 
charge for administrative expense) 


during each of the five years ending in 
1926. 


Earned Compensa- 
Year Ending Premiums tion Costs 
June 30, 1922 $130,776.40 $185,261.24 
June 30, 1923 164,809.49 192,937.38 
June 30, 1924 146,772.53 161,061.44 
June 30, 1925 145,911.28 177,213.25 
June 30, 1926 143,115.61 167,015.68 


For the two years ending June 30, 
1928, the earned premiums totaled 
$257,645.58 and the compensation 
costs aggregated $309,499.59. In spite 
of this showing the mining rate re- 
mained unchanged all through the 

































Compensation Questions Follow in Such a 
Disastrous Wake as This 





seven year period, shortages being 
made good by overcharges on less 
favored classifications. 


Expenses of Administration 
A‘. argument most frequently ad- 
anced for monopolistic state in- 
surance is its low cost. Obviously no 
proponent contends that this is the re- 
sult of claim shaving. On the con- 
trary, it is attributed to economy, of 
operation, and a low expense ratio is 
cited as proof. The expense ratios 
used are frequently misleading be- 
cause they take no account of the fact 
that all funds are wholly tax exempt 
and are usually subsidized indirectly 
by the grant of free quarters, station- 
ery and supplies, and the legal and 
investment advice of other state of- 
ficials. If due allowance were made 
for these items, the expense ratios 
would probably average 10 per cent. 
But it must be remembered that ex- 
pense ratios are measures of service 
as well as cost, so any differences be- 
tween expense ratios of state funds 
and those of private carriers are pri- 
marily attributable to the shortcom- 
ings of the former with respect to 
service, and not to any inherent virtue 
of state operation. 
(Continued on Page 30) 








Officials of Various 
Mutual Organizations 


In response to requests for infor- 
mation concerning the personnel of 
the several groups who guide the 
affairs of various mutual organiza- 
tions we are printing the following: 


AMERICAN MUTUAL ALLIANCE 
BOARD OF COMMISSIONERS 

Justin Peters, Chairman, President, 
Pennsylvania Lumbermens Mutual Fire 
Ins. Co., Philadelphia; Tuomas G. Mc- 
CRACKEN, Vice-President, Retail Hard- 
ware Mutual Fire Insurance Co., Minne- 
apolis, Minn.; GLEN WaLKer, Vice-Presi- 
dent, Millers Mutual Fire Insurance Com- 
pany, Fort Worth, Texas; C. A. L. Pur- 
MorT, Central Manufacturers Mutual In- 
surance Co., Van Wert, Ohio; C. E. 
Honces, Jr. Vice-President, American 
Mutual Liability Ins. Co., Boston, Mass. ; 
James S. Kemper, President, Lumber- 
mens Mutual Casualty Co., Chicago, IIl.; 
S. S. Brewer, General Manager, Inter- 
boro Mutual Indemnity Ins. Co., New 
York City, N. Y.; S. Bruce Brack, Presi- 
dent, Liberty Mutual Insurance Com- 
pany, Boston, Mass.; Greorce L. MALLEry, 
Vice-President, Security Mutual Casualty 
Company, Chicago, Illinois. 


FEDERATION OF MUTUAL FIRE 
INSURANCE COMPANIES 
Officers: 
Tuomas G. McCracken, President 
GLEN WALKER, Vice-President 
Governing Board: 

Tuomas G. McCracken, Vice-Presi- 
dent, Retail Hardware Mutual Fire Ins. 
Co., Minneapolis, Minn.; F. W_ Porter, 
President, Fitchburg Mutual Fire Ins. Co., 
Fitchburg, Mass.; GLEN WALKER, Vice- 
President, Millers Mutual Fire Insurance 
Co., Fort Worth, Texas; James S. Kem- 
PER, President, National Retailers Mutual 
Fire Ins. Co., Chicago; M. D. L. Ruopes, 
President, Northwestern Mutual Fire 
Assn., Seattle, Washington; H. E. Stone, 
President, Lumber Mutual Fire Ins. Co., 
Boston, Mass.; J. M. Coox, Secretary, 
Mansfield Mutual Fire Ins. Co., Mansfield, 
Ohio; C. M. Hutcutson, Secretary, Mil- 
lers Mutual Fire Insurance Co., Harris- 
burg, Pa.; E. J. Brookwart, Secretary, 
National Mutual Insurance Company, 
Celina, O.; E. R. Howarp, Vice-President, 
Middlesex Mutual Fire Ins. Co., Concord, 
Mass.; A. D. Baker, President, Michigan 
Millers Mutual Fire Ins. Co., Lansing, 
Mich.; Justin Peters, President, Pennsyl- 
vania Lumbermens Mutual Fire Ins. Co., 
Philadelphia, Pa.; Atrrep Nasu, National 
Councillor; F. W. Porter, Alternate Na- 
tional Councillor. 


NATIONAL ASSOCIATION OF 
AUTOMOTIVE MUTUAL INSURANCE 
COMPANIES 

Officers: 


C. A. L. Purmort, President 
Owen B. AvucspurceR, Vice-President 
J. J. Fivzceracp, Second Vice-Presi- 
dent 
Governing Board: 

C. A. L. Purmort, Central Manu fac- 
turers Mutual Insurance Co., Van Wert, 
O.; Owen B. Avcspurcer, President, 
Merchants Mutual Casualty Co., Buffalo, 

Y.; J. J. Frrzcerap, Secretary, Grain 
Dealers National Mutual Fire Ins. Co., 
Indianapolis, Ind.; James S. Kemper, 
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President, Lumbermens Mutual Casualty 
Co., Chicago, Ill.; S. Bruce Brack, Presi- 
dent, Liberty Mutual Insurance Company, 
Boston, Mass.; C Honces, Jr., Vice- 
President, American Mutual Liability Ins. 
Co., Boston, Mass.; E. J. BrookHart, Sec- 
retary, Celina Mutual Casualty Company, 
Celina, Ohio; C. N. Jacoss, President, 
Hardware Mutual Casualty Co., Stevens 
Point, Wis.; J. H. Brocan, President, Ex- 
change Mutual Indemnity Ins. Co., Buf- 
falo, N. Y.; Joun L. Trarn, National 
Councillor; C. N. Jacoss, Alternate Na- 
tional Councillor. 


NATIONAL ASSOCIATION OF 

MUTUAL CASUALTY COMPANIES 
Officers: 

S. S. Brewer, President 

H. J. Hacer, Vice-President 
C. E. Honces, Jr, Second Vice- 
President 
James S. Kemper, 3rd Vice-Presi- 
dent 
Governing Board: 

S. S. Brewer, General Manager, Inter- 
boro Mutual Indemnity Ins. Co. New 
York City, N. Y.; H. J. Haace, President, 
Employers Mutual Liability Ins. Co., 
Wausau, Wis.; C. E. Honces, Jr. Vice- 
President, American Mutual Liability Ins. 
Co., Boston, Mass.; JAMes S. Kemper, 
President, Lumbermens Mutual Casualty 
Co., Chicago, Ill.; S. Bruce Biack, Presi- 
dent, Liberty Mutual Insurance Company, 
Boston, Mass.; P. W. A. Fitzsimmons, 
President, Michigan Mutual Liability Co., 
Detroit, Mich.; J. A. Gunn, President, 
Employers Mutual Casualty Co. Des 
Moines, Iowa; Grorce L. MA.tery, Vice- 
President, Security Mutual Casualty Co., 
Chicago, Ill.; Joun L. Traty, Secretary, 
Utica Mutual Insurance Company, Utica, 
N. Y.; Jonn A. Gunn, National Coun- 
cillor; Joun H. Brocan, Alternate Na- 
tional Councillor. 


Bank Robbery BANK robbery rates 
Rates have been increased 

to such an extent in 
Wisconsin that bankers are aroused 
and threaten to file a protest against 
the new premiums demanded. Com- 
missioner Mortensen has expressed 
himself as believing that the charges 
are excessive, and that an inquiry 
likely will be held. 

It is reported that the bankers may 
go farther than this, and organize a 
mutual company of their own for 
protection against bandit raids. 


During the past year there were 
thirty successful bank hold-ups in 
Wisconsin and five which were not 
completed. There was a total loss of 
$131,157 in cash and of this only 
$9,800 was recovered. Also there was 
an $87,000 loss in securities, most of 
which, however, were non-negotiable. 
Bank burglaries in Wisconsin during 
the year called upon the companies to 
pay some $34,900. 


Horse Before the Cart 


“The doctor says I must throw up 
everything and take a sea voyage.” 

“That ought to be easy if you take the 
voyage first.”—Pathfinder. 


Prof. Blanchard of 
Columbia Edits 


Insurance Works 


ALPH H. BLANCHARD of 

Columbia University and author 
of many articles which have appeared 
in this magazine, is the editor of an 
important series of insurance works 
now available. It comprises a set of 
authoritative up-to-date texts on all 
lines of insurance, written by recog- 
nized insurance specialists who cover 
their subject matter comprehensively 
and logically. Each book, while com- 
plete in itself, forms a logical part of 
a well-rounded insurance library. Al- 
most every phase of underwriting, 
adjustments and executive practices 
in the field of fire, casualty and ma- 
rine insurance is covered by one of 
these works. For example, H. W. 
Heinrich is the author of a work on 
industrial accident prevention which 
is a manual of scientific principles 
and practical methods which can be 
used in treating this important prob- 
lem. It presents all of the simple 
fundamentals or principles of indus- 
trial accident prevention together 
with the necessary explanatory de- 
tails. It also attempts to show how 
the control of accident frequency and 
cost may be obtained in any indus- 
trial operation regardless of the size 
or nature of the work. 

Casualty Insurance Principles, an- 
other of the series, written by G. F. 
Michelbacher with the cooperation of 
a group of specialists, gives a com- 
plete explanation of the casualty in- 
surance business as a whole, particu- 
larly from the standpoint of company 
organization, underwriting principles 
and company procedure. It enables a 
reader to approach the study of in- 
dividual coverages or of individual 
departments of insurance work with 
an appreciation of their importance, 
of their inter-relations and of their 
setting in the fundamental structure 
of the business. Also extremely note- 
worthy is the volume on marine in- 
surance written by William D. Win- 
ter, first vice-president of the At- 
lantic Mutual Insurance Company. 
It offers an authoritative non-tech- 
nical treatment of this important sub- 
ject and has been revised to include 
the influence of new hazards, coop- 
erative organizations of underwriters, 
information on the newest Hague and 
York-Antwerp Rules and all other 
information which would be valuable 
to a student of marine insurance. 

Some of the other works equally 
valuable are: Life Insurance by Jo- 
seph B. MacLean, Adjustment of 


(Continued on Page 30) 
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Editorial 


(Continued from Page 16) 
soliciting the business, the service 
given and ultimate cost to the insured. 
How any common-sense person can 
argue that there is something sacro- 
sanct about an agent merely because 
he has some stock company name ap- 
pended to the sign on his office door 
and is paid a commission, is beyond 
understanding. Then, too, the old 
dodge that the stock agent should be 
supported because he keeps his own 
commission in the town in which he 
lives, has long been shown as only an 
artful gesture to draw attention away 
from the incontrovertible fact that 
the mutual dividends keep an equal 
or greater amount than the stock 
company agents’ commission in the 
hands of the actual policyholder. This 
also relieves the buyer of insurance 
of the burden of giving a dole to his 
stock agent neighbor who often does 
little more than sign a receipt for the 
amount of money involved. 

oOo 


N the ranks of insurance men who 

are uneasy in their consciences 
over the prevailing stock competitive 
methods, there is a growing tendency 
to link up with the mutuals, thus be- 
ing of real service to the insuring pub- 
lic. If to be orthodox means to be 
well grounded in common sense, to 
be helpful, to be fair, to give. highest 
quality of service at lowest possible 
cost, to conduct business in a clean 
and open manner, to keep on suc- 
ceeding because of the fundamental 
right of their principles, to give back 
what it is unnecessary to keep in the 
business, then the mutuals only have 
a right to the term. Many stock life 
companies after having been unortho- 
dox for a long period eventually 
came into the orthodox circle and are 
now operating on the purely mutual 
plan, and all signs now point to a 
similar exodus of the stock fire and 
casualty companies, driven by cir- 
cumstances into a land governed by 
their policyholders, some time within 
a comparatively few decades. 

oon 


Legal Accounting and 


Court Auditing 
ON. HERBERT L. DAVIS, 


Superintendent of Insurance 
for the District of Columbia, is the 
author of a very valuable work en- 
titled “Legal Accounting and Court 
Auditing.” This is a comprehensive 
treatise on court accounting includ- 
ing appointment powers and duties of 
the special court officers such as spe- 
cial masters, commissioners, court 
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auditors, vice chancellors, corporate 
fiduciaries, individual fiduciaries, ex- 
ecutors, trustees, referees and re- 
ceivers. 


The volume includes rules, proce- 
dure and forms and is applicable to 
all jurisdictions. The plan of the 
work is such as to make it a ready 
reference encyclopedia of information 
on the subjects treated. 


As to the author’s capacity and 
training for being an authority on the 
subject matter he discusses, the 
Washington Post says in a recent 
editorial : 

“Mr. Davis established a remarkable 
record of efficiency as auditor, referee and 
master in chancery, where both technical 
proficiency and judicial probity are requi- 
site to successful administration.” 

He is a member of the Washing- 
ton, D. C., Bar, lecturer and scholar 
in accountancy as well as law and for 
more than twelve years court referee 
and auditor of the Supreme Court, 
District of Columbia, and Special 
Master in many matters including the 
Leiter Estate, United States Trust 
Company condemnation proceedings, 
exc. 


The price of the volume is $10 and 
is available through the Journal of 
American Insurance at 230 North 
Michigan Avenue, Chicago, Illinois. 


Qo 


Suicides in Germany 
(Continued from Page 24) 


amounts of insurance and substitute 
therefor sums varying according to 
the length of time the insurance had 
been in force and being about equal 
to the accumulated premium reserves. 
If, however, the American practice of 
issuing life insurance policies stipu- 
lating for the payment of twice or 
even three times the amount of insur- 
ance in the event of accidental death, 
which has been imported into Ger- 
many and become increasingly popu- 
lar, should be widely adopted by our 
companies, then that scheme, too, if 
carried into operation, would simply 
bring about a change of methods in 
committing suicide. 


There has been some thought also 
of lengthening the waiting period 
during which no benefit is paid in 
case of suicide, to either 5 or even 
10 years ; but for the same reasons as 
stated above such a change would be 
anything but a satisfactory solution 
of the problem. Nor, for the mat- 
ter of that, would even complete 
elimination of any payment in case of 
suicide by the insured be such a solu- 
tion. 


29 


E, therefore, come to the con- 

clusion that while clearly real- 
izing that, under certain circum- 
stances, life insurance may have a 
promoting or at least a supporting ef- 
fect with respect to suicide, still for 
the present at least it appears to be 
extremely difficult if mot impracti- 
cable to eliminate the possible abuse 
of life insurance in cases of self- 
destruction. 


Probably all that is left for us to do 
is to hope for a speedy improvement 
of present economic conditions; for 
even if but a modest change for the 
better should take place it would 
nevertheless be apt to alter the “psy- 
chologic adjustment” of wide strata 
of the people to such an extent as to 
bring about a reduction of all kinds 
of self-destruction through the re- 
awakened love and enjoyment of life. 


oo 
Compensation in 


Massachusetts 
(Continued from Page 15) 


plants. In the cotton industry in 
Massachusetts, a group large enough 
to develop a twenty million dollar 
annual pay roll has shown a sufficient 
reduction in accidents below the rest 
of that industry in this state for this 
group to save $97,000 in compensa- 
tion premiums in three years. If I 
were to be more selective in choosing 
the sample more startling savings 
could be shown. In the woolen indus- 
try 13 millions of pay roll is operat- 
ing with accidents below the rest of 
the industry so that they have saved 
$10,000 in three years and in the 
shoe industry 12 million pay roll has 
operated to save $13,000. These 
savings are not enormous by any 
means. They do indicate, however, 
that there are many individual plants 
which are controlling accidents to a 
degree. . 

Gentlemen, your best efforts to 
control the compensation costs in 
Massachusetts should be in the direc- 
tion of accident control. Operate 
your factories with the same degree 
of administrative control in accident 
prevention as you do in every other 
feature of business. Use the con- 
sulting engineering service, which 
your carrier furnishes, to show you 
your accident hazards and how to 
reduce them. Do not be sanguine 
that accidents will reduce themselves 
without your own earnest effort. 








The Journal of American Insurance will 
come to your desk with educational arti- 
cles and news of the insurance world each 
month for $2.50 per year. Address 230 
No. Michigan Ave., Chicago, III. 





State Associations 
(Continued from Page 18) 


Other officers of the Illinois or- 
ganization are H. P. Hostetter, Vice 
President, and James E. Wise, Treas- 
urer. On the Executive Committee 
besides the names mentioned above, 
together with the President and Sec- 
retary, there are W. H. Conklin and 
E. E. McCoy. 


Pa a 
>> 


ECRETARY E. W. Vary of the 

New York State Central Organi- 
zation of Cooperative Fire Insurance, 
sends news that their convention for 
1932 was held at Hotel Onondaga, 
Syracuse, on January 26th and 27th. 
This organization has passed the half 
century mark and the January meet- 
ing was given over in considerable 
part to a proper celebration of the 
Golden Anniversary. 

On the program among others were 
Superintendent of Insurance George 
S. Van Schaick, James S. Kemper 
of the Kemper organizations of Chi- 
cago, Edward H. Thompson, Presi- 
dent of the Federal Land Bank of 
Springfield and several of like high 
caliber from the large and important 
mutual field in New York. In this 
connection it may be said that we 
have the pleasure to present on other 
pages of this issue the address made 
by Mr. Kemper. 

OOD 


HE mutual insurance companies’ 
union of Indiana has just fin- 
ished their 36th annual meeting 
which was held on February 3rd, 4th, 
and 5th at the Claypool Hotel, In- 
dianapolis. This was a largely at- 
tended convention drawing delegates 
from all sections of Indiana, with the 
result that the sessions were very 
lively and full of educational interest. 
Much stress was laid on the Ques- 
tion Box feature of the convention, 
taking up besides general queries the 
subjects “When Is the Company Lia- 
ble?” “Valuation of Farm Build- 
ings,’ “Duties of a Policyholder.” 
Leaders in these discussions were J. 
C. Wearly, D. A. Baker, D. Ray Hig- 
gins, I. B. Mumford, Philip S. Car- 
per, D. E. Shelton, D. W. Biddle, 
M. F. Holman, R. D. McDaniels, 
Cicero Disher, Gage McCotter and 
J. P. Cook. 

Special addresses were made by 
Dr. V. N. Valgren, Department of 
Agriculture, Washington, D. C., T. 
L.. Wheeler, editor of the Farmers 
Guide of Huntington, Indiana, and 
Hon. John C. Kidd, Insurance Com- 
missioner of Indiana. 

At the banquet on the evening of 
the 4th, Dean J. H. Skinner of Pur- 
due University entertained the dele- 
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gates and their wives with a talk re- 
plete with humor and yet carrying a 
fundamentally serious message. 

President E. C. Mercer presided 
and handled the various sessions with 
practiced skill. Harry P. Cooper, 
Secretary of the National Association 
of Mutual Insurance Companies, and 
Chairman of the Indiana Union Leg- 
islative Committee, reported consid- 
erable progress made by that group 
during the past year. 

The Secretary of the Union is H. 
L. Nowlin of 2105 N. Meridian 
Street, Indianapolis. 

sO 


State Funds 


(Continued from Page 27) 
Financial Stability 

P-TO-DATE figures which 

would show the current finan- 
cial condition of the various funds are 
unfortunately not obtainable. How- 
ever, an analysis of past data indi- 
cates that at least one of them has 
not always maintained adequate loss 
reserves and that the catastrophe re- 
serves, general surplus and arrange- 
ments as to reinsurance have not al- 
ways afforded ample protection 
against catastrophe losses. Deficits 
may be wiped out, it is true, through 
future assessments, since employers, 
(not being permitted to secure insur- 
ance elsewhere) are obliged to con- 
tinue their contributions. 

The financial careers of the Wash- 
ington and West Virginia funds have 
been looked upon as unfavorable. 
Complete figures which would show 
the true present situation for the 
former are not available but for each 
year of the three year period ending 
in 1926,* the total claims paid by the 
Washington fund (exclusive of ad- 
ministration costs) exceeded premium 
receipts, thus suggesting that this 
fund may have again experienced 
some of the financial troubles which 
marked its early days. The West Vir- 
ginia fund was declared insolvent 
several years ago by an independent 
actuary after amextensive audit. This 
was denied by an investigating com- 
mittee of the Legislature which 
claimed a $150,000 surplus for the 
fund. It is interesting to note how- 
ever, that reports on financial activi- 
ties were not published for a number 
of years and that a new Compensation 
Commissioner initiated a plan in 1928 
to make good the shortage by loading 
current and future premiums. A re- 
port just released covering the four 
years of operation ending June 30, 
1930 shows a general surplus of 
$374,481.10. In connection with vari- 
ous funds may we again deplore the 
lack of periodic, adequate, accurate 


and up-to-date financial statements. 
Certainly if such funds possess all 
the good features claimed for them 
by proponents, widespread publicity 
should do them no harm. 

The author’s judgment respecting 
monopolistic state funds, however, is 
that if due regard is paid to all the 
essential factors which enter into the 
writing of sound and progressive in- 
surance coverage, a case for state 
monopoly of compensation insurance 
is by no means sustainable. On the 
contrary, all the evidence points to 
the fact that the interests of em- 
ployees, employers and the general 
public are better safeguarded under 
competitive conditions. 

*Latest data obtainable at time article 
was written. 

oon 


Blanchard Books 
(Continued from Page 28) 
Fire Losses by Prentice B. Read and 
Insurance—Its Theory and Practice 
in the United States, by Albert H. 
Mowbray. Those interested in work- 
men’s compensation will find the vol- 
ume entitled ‘““Workmen’s Compensa- 
tion Insurance,” written by G. F. 
Michelbacher and Thomas M. Nial 
very helpful. 

While issue might be taken by dif- 
ferent classes of carriers with some 
of the conclusions reached by the 
authors, it may be said that Pro- 
fessor Blanchard has assembled a 
group of works in this series which 
is invaluable to anyone who wishes 
a comprehensive grasp of insurance. 
Both he, his authors, and his publish- 
ers (McGraw Hill) are to be con- 
gratulated. 

sO 


Comment 

(Continued from Page 22) 
to furniture, carpets, bedding, clothes 
belonging to the reader, his wife or 
dependent children, and other house- 
hold and personal effects. The cov- 
erage is written in the amount of 500 
pounds which at current rates of ex- 
change would be between $1,500 and 
$2,000. 


Time for Thrift 


Young Angus had been out for the 
evening with his best girl. When he ar- 
rived home he found his father still sit- 
ting up. The old man looked up and 
shook his head. 

“Hae ye been oot wi’ yon lassie again?” 
he asked. 

“Aye, dad,” replied young Angus. “Why 
do ye look sae worrited ?” 

“T was just wonderin’ how much the 
evening cost.” 

“No more than half a croon, dad.” 

“Aye? That was no sae much.” 

“It was a’ she had,” said Angus.—By- 
stander. 
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COMPENSATION 
INSURANCE 
IN MICHIGAN 


ASSETS MORE THAN $4,000,000.00 
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Home Office Building 
HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


A strong mutual Company, operating on the age-old mutual principles of 
economy in management, equitable claim settlements, and the return of profits 


to policyholders. 
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